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duestions One Sound Film 
Is Answering 


-Rate Legislative Fight 
“Battle of Amendments” 


Inland Marine 
Loss Adjustments 


The Pros and Cons of 
Replacement Insurance 


Record of Changes 
and Retirements 


The Battle of the Bills 


Big Fires of 1946 


Insurance News Digest 








Conservative management, 
intelligent fire prevention, 
careful selection of risks, 
economy in operation 
are the basis of Mill 
Mutual’s fundamental 
soundness. 





Mill Mutuals 


ARE GENERAL FIRE INSURANCE CARRIERS 





Millers Mutual Fire Insurance Co................. Harrisburg, Pa. 
Millers Mutual Fire Insurance Co............... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co......... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association.............. Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co... ... . Indianapolis, Ind. 
Western Millers Fire Insurance Co............... Kansas City, Mo. 
National Retailers Mutual Insurance Co.............. Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co......... Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co........... Des Moines, Iowa 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Ill. 


A Service organization maintained by the Mill Mutuals. 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT | 








INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


* LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMENS MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 





NATIONWIDE INSURANCE 
GwtC£ 


Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 








Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 
Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 
Martin Agency, Seattle. 














LEE SHIELD 


Superintendent of Insurance 


STATE OF OHIO 


1S caine by Governor Thomas J. Herbert as Insurance Superintend- 
ent in the Ohio Department of Commerce is Lee Shield, a former 


assistant state attorney general. The new Superintendent, a 34-year 
old lawyer, served as an infantry sergeant in both the European and 
Pacific theaters of operations in World War Il. 
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neieiennte WHY THE EFFORT TO LEGALIZE 
wien 3 UNFAIR RATE DISCRIMINATION? 


EDITORIAL 
SOME QUESTIONS ONE SOUND 
aiccclndcemtation HAT happens when individuals 
FIGHT TO PASS RATE LEGISLATION and organizations—by persuad- 
“BATTLE OF AMENDMENTS” ing a state legislature to enact insur- 
INLAND MARINE ance rate regulatory laws that place 
LOSS ADJUSTMENTS its stamp of approval, directly or in- 
directly, upon unfair discriminations 
INSURANCE NEWS DIGEST between one policyholder and another 
THE PROS AND CONS OF —attempt to circumvent application 
REPLACEMENT INSURANCE ..... to that state of existing Federal stat- 
RECORD OF CHANGES utes designed to outlaw just such dis- 
AND RETIREMENTS criminatory practices 
THE BATTLE OF THE BILLS This is the question which seems to 
grow daily in importance as legisla- 
Se SURES OF TINS: tive sessions move forward in all but 
a few of the states. Upon the an- 
swer, certain to be forthcoming be- 
Cover Illustration fore many additional months have 
L. C. Williams passed, may hinge the future pattern 
of insurance regulation in the United 
States. 


NEXT MONTH Everyone in the insurance business 

Developments in fire and casualty in- who is so situated as to have an 
surance rate regulatory legislation are | @Ctive interest in insurance regula- 
estan te bebd the center of the lace tion and legislation is familiar by 
ance stage next month. Among April} "OW, to the point of boredom, with 
features will be a second article on in- | the background of the situation which 
land marine loss edjustments. makes possible some degree of Fed- 
eral regulation of insurance in the 
future. There was the 1944 opinion 
of the United States Supreme Court 
in the South-Eastern Underwriters 
Association case, holding insurance 
to be commerce, and hence subject to 


A. V. GRUHN, Editor and Manager Federal jurisdiction in its interstate 


aspects. There was the 1945 passage 
L. ' ‘a 4 “a . i ” 

A. FITZGERALD, Managing Editor by the 79th Congress of Public Law 
H. F. SWANSON, Business Manager 15, which stayed the application to 
insurance of certain Federal laws un- 
til Jan. 1, 1948, and thereafter to the 
extent that insurance is regulated ef- 

Terms of Subscription; 25 fectively by the states. There has been 

t . . bs . ~ 
year in the United Staves the continuing effort over the past 
and Canada; $3.50 in two years—by the insurance business 

other countries. : 
heres and by the state insurance regulatory 

FR ny Ra authorities—to develop suggested leg- 
islation which would provide the ef- 








fective state regulation required by 
Congress as an alternative to the ap- 
plication to insurance of the Sherman 
Act, the Clayton Act, the Federal 
Trade Commission Act, and the Rob- 
inson-Patman Act. There has been 
the general acceptance of the fact 
that effective rate regulation must be 
the backbone of any system of state 
insurance supervision which would 
meet Federal tests. 


Now, with the state legislative mills 
grinding, the insurance business has 
separated into four groups upon this 
vital question of what type of insur- 
ance rate regulatory regulation shall 
be supported. The views of a fifth 
group—the advocates of a really 
strict type of insurance rate regula- 
tory law—are not represented by any 
of the legislative proposals pending in 
any state. 


The first of the four groups is 
made up of those who believe that 
there should be no regulation. Obvi- 
ously it is unnecessary for them to 
sponsor legislation 6f any type; they 
need only oppose rate regulatory 
measures, or seek emasculation of 
those which are advanced by others. 


The second group is made up of 
those who believe circumstances re- 
quire passage of reasonable insurance 
rate regulatory laws permitting rea- 
sonable competition upon a fair and 
non-discriminatory basis—the type of 
law which would provide effective 
regulation in the public interest. Its 
members include an overwhelming 
majority of the national insurance 
associations and their memberships, 
as well as the National Association 
of Insurance Commissioners. For al- 
most two years these national in- 
surance associations and the insur- 
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ance commissioners worked to de- 
velop suggested legislation which 


would meet the situation. Now these 
efforts are represented by two bills 
known as the Insurance Commis- 
sioners-All Industry rate regulatory 
bills—one concerning rates for fire 
insurance and allied lines, one con- 
cerning rates for casualty insurance 
and surety. They are being consid- 
ered, by nearly all of the forty-four 
state legislatures meeting in 1947. 


The third group is made up of a 
number of small insurance companies 
and agents that stand in obvious fear 
of regulation, because of their appre- 
hension that state insurance commis- 
sioners may make autocratic use of 
their regulatory powers. 


The fourth group is made up of 
insurance agents, insurance brokers, 
and insurance companies that profess 
to believe in a so-called “minimum 
type” of insurance rate regulatory 
legislation. The real objective of many 
of their number is the passage of laws 
which will permit the insurance busi- 
ness — somehow — to operate pretty 
much as it has in the past, and as it 
now is functioning. They would pre- 
fer to wish themselves back to an era 
when there was no question of Fed- 
eral regulation of insurance, and they 
do not hesitate to play upon the hopes 
and fears of others in an effort to 
achieve their objective. 


Outright attacks upon the Insur- 
ance Commissioners-All Industry 
rate regulatory bills have not been the 
legislative technique of this fourth 
group. They have contended that 
they do not oppose rate regulation as 
such. Their method has been to at- 
tempt to slip into these bills plausibly- 
worded amendments which would 
have the effect of legalizing (pos- 
sibly ) competitive practices that other 
state or Federal laws otherwise might 
prohibit as unfairly discriminatory. 


Space here does not permit de- 
tailed analysis of these amendments 
being urged so widely and so plausi- 
bly upon legislatures. They have been 
appearing in many forms, and a more 
extended discussion of them will be 
found upon another page of this pub- 
lication. But however different the 
language, their aim seems essentially 
the same. They seek to permit rate 
discriminations between one _policy- 
holder and another, with the dis- 
crimination based upon little more 
than the whim of the insurer. The 
standard practice of varying rates 
because of differences in hazard or 
similar measureable factors goes by 
the boards under the provisions this 
group is suggesting. 
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Not only may cut rates be given 
to favored or influential risks, but 
the power of state insurance regula- 
tory authorities to require informa- 
tion in support of such rate cuts is 
whittled away to almost nothing. One 
such provision goes all the way—after 
permitting an individual cut rate with- 
out any real necessity for experience 
justification, the Insurance Depart- 
ment is forbidden by law to reveal 
what the cut rate is. It must be kept 
a dark secret, in order that competi- 
tion for the risk may be hobbled, and 
in order that less favored policy- 
holders may not discover how much 
they are being discriminated against. 





It is surprising to find that bills 
containing such provisions are being 
supported in the legislatures by some 
of the insurance organizations which 
stand to suffer most by the discrim- 


inatory practices described. 


Low-cost insurance carriers, of 
those operating at deviated rates, 
would be at a particular disadvantage 
in attempting to compete with insur- 
ance companies operating at so-called 
standard or bureau rates—when such 
standard-rate carriers have the legal 
right to cut rates below cost on in- 
dividual risks when the competitive 
situstion seems to require it. Low- 
cost insurance carriers would find 
their desirable risks, both large and 
small, under attack as target risks 
under any system of operation which 
permits unfair rate discrimination. 


Laws containing provisions per- 
mitting unfair discrimination are com- 
pletely bad for small insurance com- 
panies. They may be temporarily ad- 
vantageous to the larger insurance 
comnanies—stock ‘or mutual, inde- 
pendent companies or rating bureau 
companies—in that they allow free- 
dom to manipulate rates on a “go-as- 
you-please”’ basis. The large insurance 
companies which have plenty of 
money can ride through periods of 
under-rating or rate-cutting much 
more successfully than can _ their 
smaller competitors. The large insur- 
ance companies have more agents, 
they have greater influence, they can 
control more insurance business. They 
have a larger number of small risks 
paying proportionately high rates, 
which can bring them in revenue to 
offset rate cuts on preferential risks. 
In every way they are in much better 
shape to carry on competitive war- 
fare than are the smaller insurance 
companies, especially those small in- 
surance companies which operate on- 
ly in a single state. 








Insurance agents and insurance 
brokers who hope to raid the business 
written by rival agents and brokers, 
under laws permitting rate cutting 
and favoritism, tend to forget that the 
more desirable of their own customers 
also become target risks in such a 
situation. They gain some new busi- 
ness; they lose some old business. 
The difference is that new business 
written at cut rates means less com- 
mission for the agent, even though 
his percentage of commission remains 
the same. If rate warfare goes on 
long enough even the percentage of 
commission is subject to shrinkage, 
as insurance companies writing at the 
cut rates seek opportunities to cut ex- 
penses on their unprofitable writings. 
In the end all save a few unusually 
powerful agents and brokers tend to 
reduce their own incomes. 


Earlier the question was asked: 
“What happens when individuals and 
organizations—by persuading a state 
legislature to enact insurance rate reg- 
ulatory laws that place its stamp of 
approval, directly or indirectly, upon 
unfair discriminations between one 
policyholder and another—attempt to 
circumvent application to that state 
of existing Federal statutes designed 
to outlaw just such discriminatory 
practices ?” 


There are two answers. One is 
that the courts may hold that appli- 
cation of such Federal statutes can- 
not be barred by the action of a state 
legislature in approving unfairly dis- 
criminatory practices that are prohi- 
bited by Federal law. The other is 
that—if the courts uphold such state 
laws and the abuses inherent in them 
develop to the proportions expected 
—those insurance organizations and 
those members of the insurance-buy- 
ing public injured by the unfair dis- 
criminations will have only one re- 
course. It will be to go to Congress 
for affirmative insurance regulatory 
laws which will give them relief. 





In either case it is highly probable 
that some degree of Federal regula- 
tion will be superimposed upon the 
system of exclusive supervision of 
insurance which the individual states 
now enjoy. How great it will be in 
degree, and to what extent it will 
develop once the process has begun, 
are questions which can be answered 
only in the future. But it is certain 
that Congress did not enact Public 
Law 15 in order to give the states an 
opportunity to permit unrestricted 
concert of action by insurance com- 
panies in making rates, nor to permit 
unfair discrimination to masquerade 
as effective insurance regulation. 
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FRANKLIN IN PROFILE 


HIS publication used to get a lot 

of letters about Benjamin Frank- 
lin, principally from uninformed in- 
dividuals who questioned his connec- 
tion with the early years of mutual 
insurance in this country. 


The other day, however, we got a 
different kind of Benjamin Franklin 
letter. From the pen of a known ad- 
mirer of Franklin, it raised a rather 
delicate question which we have been 
pondering ever since without having 
come to any satisfactory conclusion. 


The writer’s point, to be brutally 
frank about the whole thing, is that 
Benjamin Franklin—viewed from the 
front, or in what might be called the 
full-face pose—hears a distressing re- 
semblance to a rather ungracious old 
woman. The letter enclosed several 
of the side-view or profile poses of 
Franklin which the Saturday Evening 
Post employs in tasteful profusion in 
its pages, not only to bulwark his 
argument that they are a great im- 
provement over the full-face pose, 
but to suggest that we adopt the pro- 
file for future use. 


There is no denying that Benjamin 
Franklin in profile has something 
which Benjamin Franklin in full-face 
does not, especially in pictures which 
are quite small. There is a ruggedness 
about the chin, a clean-cut quality of 
feature, and a sweep to the forehead 
which no front view can be expected 
to achieve. 


Yet the profile view has its draw- 
backs as well as its advantages. For 
one thing, it is not nearly as recogniz- 
able. The very classic quality of the 
features detracts somewhat from 
Franklin’s principal pictorial virtue— 
his ability to have stood the test of 
time as one of the world’s great, and 
yet to continue to look in our day as 
though he would not be out of place 
in any high business or political post. 
It is only in the front view that 
Franklin’s critical eye and his general 
air of worldly wisdom impress them- 
selves fully upon the beholder. 

There is much to be said upon both 
sides, of course. But we think we 
will continue to have Benjamin 
Franklin keep on looking everyone 
right in the eye. 


HEALTH PLAN TESTS 


INCE one of the first questions 
any student of the subject is 
called upon to consider is “What is 
insurance?,” a great many general 
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definitions of insurance have evolved 
over the years. Some of them take 
in a great deal of territory, enough 
to include numerous enterprises whose 
claims for listing as insurance are 
somewhat dubious. 


There seems to be some mild magic 
in the word “insurance.” Few would 
expect a shoe store or a restaurant to 
be certain of success simply because 
it conformed to the accepted defini- 
tion of a shoe store or a restaurant ; 
it is recognized that such an establish- 
ment must be located in an area avail- 
able to a sufficient number of the 
right type of customers, that income 
must exceed necessary expenses, and 
the like. Yet whenever a fund for 
the payment of losses is assembled, 
and the label “insurance” can be past- 
ed upon it, the uninitiated seem to 
take it for granted that the project 
is certain to operate as successfully 
as tested insurance organizations op- 
erate. Principles seem unimportant. 


Anyone who is familiar with the 
true fundamentals of insurance knows 
that there are certain principles which 
must be taken into serious account if 
an insurance operation is to be suc- 
cessful. If they are not taken into 
account disaster is highly probable. 


The new types of insurance in 
which greatest interest is being mani- 
fested today are what might be called 
the medical coverages—hospitaliza- 
tion, surgery, prepaid medical care, 
and others. They are winning great 
public acceptance because there is an 
obvious need for such protection. A 
mushroom growth which would see 
plans or companies offering such cov- 
erage springing up at every cross- 
roads is possible. The matter has 
gotten into politics, both here and 
abroad, with government contemplat- 
ing the furnishing of medical care to 
all the people. 


Medical care for all the people 
obviously is an excellent idea, with 
only the method under debate. The 
methods suggested have been termed 
“insurance” — “compulsory national 
health insurance,” “hospitalization in- 
surance,” “prepaid medical insur- 
ance.” But in all of the discussion 
there has been surprisingly little in- 
clination to test exhaustively the plans 
and programs being advanced, in an 
effort to determine how sound insur- 
ance principles apply to the furnish- 
ing of medical care to all the people. 


One of the more auspicious starts 
toward such an investigation is to be 
found in a recent article in the Jour- 
nal of the American Medical Asso- 
ciation by Frank G. Dickinson, direc- 
tor of that organization’s Bureau of 
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Medical Economics. He does not at- 
tempt to consider the whole problem 
of medical care, but merely whether 
the setting up of voluntary prepay- 
ment medical care plans is an ap- 
proach to it which complies with 
sound insurance principles. His con- 
clusion is that such plans, carefully 
designed and operated, do so comply. 
But he outlines so carefully what 
these principles are, and how they ap- 
ply to such plans, that his comments 
should forestall a great many organ- 
izational and operational mistakes. 


The probability or even possibility 
of success in an insurance operation 
—medical care or other—may be ex- 
plored, he points out, under seven 
headings. They are paraphrased here 
as questions, for brevity: 


1. Can the frequency with which the 
event insured against will occur 
be predicted by existing laws of 
mathematical probability ? 


Do the persons seeking to be in- 
sured stand to lose financially by 
occurrence of the event against 
which they seek insurance ? 


Are there a large number of in- 
dependent units seeking insurance, 
so that an epidemic or disaster 
would not affect a large percentage 
of those insured at the same time? 


Is the hazard against which insur- 
ance is sought sufficiently serious 
to be a proper subject for insur- 
ance? 


Is the event against happening of 
which insurance is sought uncer- 
tain of occurrence, since it is not 
sound to insure against certain- 
ties ?* 


Does the owning of the insurance 
itself immeasureably increase the 
probability that the event insured 
against will occur ? 


Is the hazard measureable ? 


At first reading these questions par- 
aphrasing the seven Dickinson points 
seem simple, and their answers ob- 
vious. Yet, when applied to some of 
the plans or programs for medical 
care “insurance” which have been ad- 
vanced, they will raise other questions 
which are worthy of deep thought. 
How do plans too tightly localized 
answer Question 3, for instance ? How 
do plans which purport to offer un- 
limited service answer Questions 4 
and 5? Must some provision for 
handling malingering be devised to 
answer Question 6? Neither ques- 
tions nor answers are as simple as 
they seem. 




















S' JME months ago the members of 
the National Association of Mu- 
tual Casualty Companies, one of the 
constituent associations of the Amer- 
ican Mutual Alliance, voted to sanc- 
tion an experiment—the production 
of a short sound motion picture titled 
“No Help Wanted,” which would 
dramatize the ability of physically 
handicapped workers to handle de- 
manding and responsible jobs in 
American business and industry. 


The title was chosen as expressive 
of the physically handicapped work- 
er’s attitude of mind—that he neither 
needs nor wants help or special privi- 
leges, but requires only a chance to 
demonstrate his performance in a job 
he is physically fitted to perform. The 
decision was to produce two versions 
of the picture. The one-reel 35 mm. 
version was designed for theatrical 
showings. The 16 mm. version, with 
a running time of eighteen minutes, 
was designed for showings before 
groups other than theatrical audiences. 


When production began there were 
a number of questions in connection 
with the project that could be answer- 
ed only by conjectures. Now that the 
film has been released in both ver- 
sions, and has been widely exhibited, 
the answers to some of these questions 
can be given. This report attempts to 
answer some of them, and to indicate 
in addition some of the further devel- 
opments which have grown out of the 
showing of “No Help Wanted” 
throughout the United States. 


The first question which presented 
itself in planning the film was whether 
there would be sufficient public inter- 
est in the subject matter to give prom- 
ise of a reasonably large audience. 


The answer to that is to be found 
in the attendance figures which have 
been registered since the theatrical 
version of the film had its public re- 
lease on October 6, 1946, as a feature 
of “National Employ the Physically 














Handicapped Week.” Since that time 
more than five million persons have 
seen “Nd Help Wanted” upon the 
screens of major theaters in the larger 
cities from coast to coast. The 16 mm. 
version, which was not released for 
group showings until the theatrical 
exhibition program was well under 
way, has been similarly successful. 
As of the end of February, 1947, the 
film has had approximately 1,000 
showings before a great variety of 
groups in all sections of the United 
States, and attendance has reached 
approximately 100,000. 


As far as theatrical showings were 
concerned, of course, the practical 
consideration was not so much the 
arousing of public interest in advance 
of the exhibition date; the important 
point was the convincing of theater 
managers that there would be a suffi- 
ciently good public reaction to the film 
to warrant their showing it. Despite 
all that has been said to the contrary, 
motion picture theater managers ap- 
parently have excellent judgment as 
to public preferences, for a great 
many of these exhibitors evinced en- 
thusiasm for “No Help Wanted” as 
soon as they had had an opportunity 
to preview it, and many others show- 
ed it upon the basis of their appraisal 
of its theme without ever having seen 
it screened. Invariably their judg- 
ment was vindicated by the public ap- 
proval which the picture won in their 
theaters. 


The number of theatrical showings 
during the first five months was more 
remarkable because of the fact that 
the film was not distributed through 
any of the recognized national distri- 
bution channels. Showings were ar- 
ranged with individual theaters, or 
with localized or state theater groups. 
A large share of the bookings were 
made by the local representatives of 





the United States Employment Serv- 
ice, and The American Legion and 
other organizations interested in aid- 
ing war veterans. 


“No Help Wanted” was released 
simultaneously in all of the larger 
cities of the United States on Octo- 
ber 6, in conjunction with the other 
activities of “National Employ the 
Physically Handicapped Week.” Very 
large audiences naturally were expect- 
ed for the first showings, and these 
materialized. It was expected that 
there would be a gradual decrease in 
interest in the theatrical version after 
the first few weeks. Strangely, this 
decrease has not developed as expect- 
ed, and heavy bookings still are being 
made. The prospect now is that “No 
Help Wanted” will continue to run 
indefinitely, especially in the more 
highly industrialized states where in- 
terest in the physically handicapped 
worker seems highest. 


Highest attendance figures have 
been registered in New York City, 
where audiences have reached the 
600,000 mark; attendance has been 
heavy also throughout the state of 
New York. In Chicago more than 
350,000 have seen the picture. Massa- 
chusetts, Minnesota, North Carolina, 
West Virginia, Indiana, Iowa, Texas, 
Pennsylvania, and Washington all 
have reported large total audiences. 


How audiences would react to the 
film was another question to which 
no answer could be furnished in ad- 
vance. The experience of five months 
has revealed that audience reaction 
has been almost universally favorable. 
In the case of theatrical showings the 
opportunities for checking audience 
reaction to a short subject are some- 
what informal, consisting principally 
of the theater manager’s judgment as 
to whether the audience approved the 
picture. That audiences did approve 
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“No Help Wanted” has been a fre- 
quent managerial opinion, and no 
opinions to the contrary have been 
received. 

Facilities for checking audience re- 
action after showings to non-theatri- 
cal groups are much better, and a 
continuing effort has been made to 
determine such opinion in connection 
with each showing of the 16 mm. 
version of “No Help Wanted” which 
has been arranged. The reaction here 
has been all but completely favorable, 
and in a very large percentage of cases 
has been highly enthusiastic. This is 
impressive when it is remembered 
that the groups to which the film has 
heen shown include: employment 
managers, industrialists, government 
personnel concerned with placement 
of the physically handicapped, medical 
organizations, high school students, 
college students, disabled veterans, 
veterans organizations, women’s 
clubs, church organizations, luncheon 
clubs, labor organizations, national 
conventions, and many others. 
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Public education in the details of 
any problem is truly effective, of 
course, only when it aids progress to- 
ward the problem’s solution, or at 
least in improving existing conditions. 
To what extent the nationwide show- 
ings of “No Help Wanted” have aid- 
ed in securing suitable employment 
for physically handicapped workers is 
something very difficult to appraise. 

One reason why the picture was 
produced was to dispel the mistaken 
notion that insurance companies writ- 
ing workmen’s compensation insur- 
ance oppose the hiring of physically 
handicapped workers, or that hiring 
them automatically increases the cost 
to the employer of workmen’s com- 
pensation insurance. “No Help 
Wanted” makes it abundantly clear 
that insurance companies favor the 
employment of physically handicapped 
workers, and endorse the statement 
that, when properly placed, they are 
among the most valuable and efficient 
of employees. Insurance companies 
generally have taken this position for 





lr. Je Me Eaton 
Assistant General Manager 
American Mutual Alliance 
919 North Michicran Avenue 
Chicago, Illinois 


bear Mr, Eaton: 


handicapped workers, 





DEPARTMENT OF LABOR 
RETRAINING AND REEMPLOYMENT ADMINISTRATION 


FEDERAL TRADE Commission BUILDING 
WASHINGTON 25, D.C. 


Mr. Ambrose B, Kelly, your local representative, 
informs me that during the period of observance of National 
Employ the Physically Handicapped Week, an estimated 
3,000,000 persons viewed your film "No Help Wanted," 


Reports have been received from a number of States 
indicating effective use of the film during "NEPH" Week, 
In addition, these States plan to use it as one of the 
major methods of promoting continuing effort in the place- 
ment of disabled veterans and other civilians. 


May I take this occasion to comuend the interest 
and foresight of your organization in developing a film 
which so convincingly portrays the useful abilities of 


Sincerely yours, 


MD Ltie 


G. B. ERSKINE 
Major General, USHIC 
administrator 
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years, and have been active in work- 
ing out plans which will aid the em- 
ployer in making the most effective 
use of the physically handicapped 
worker’s abilities; it is to be hoped 
that the National Association of Mu- 
tual Casualty Companies, through this 
film, has driven the point completely 
home. 4 
There have been reports of employ- 
ers who, after seeing “No Help Want- 
ed,” have advised local employment 
offices of jobs in which they were 
anxious to use physically handicapped 
workers. Those professionally con- 
cerned with placement of handicapped 
workers, and many of the physically 
handicapped themselves — veterans 
and non-veterans alike — have com- 
mended “No Help Wanted” highly. 


In the end, probably, solution of 
the problem is a matter which lies 
between the employer and the physic- 
ally handicapped worker. What con- 
tribution ‘‘No Help Wanted” is mak- 
ing toward giving each a better un- 
derstanding of the other’s problems 
is a question which time and statistics 
alone can answer. 
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Fight to Pass Rate Legislation 
Becomes “Battle of Amendments” 


A the nationwide effort to secure 
enactment by state legislatures 
of effective insurance rate regulatory 
laws goes into its third month, it is 
becoming apparent that it also is go- 
ing into its third stage. 


In the beginning—just after long 
months of conferences and compro- 
mises by the National Association of 
Insurance Commissioners and the In- 
surance All-Industry Committee had 
resulted in the drafting of a suggested 
rate regulatory bill for fire insurance 
and allied lines, and a suggested rate 
regulatory bill for casualty insurance 
and surety—it seemed possible that 
ali the interests involved were in 
agreement, and that the two suggested 
measures might move through the 
legislatures of the various states with- 
out too much opposition. 


The next stage was the develop- 
ment of very vocal opposition to the 
suggested bills, so that there began to 
be suspicion that direct fights against 
the measures—and against the idea of 
rate regulation—would prove to be 
the pattern when the voting started 
in state assemblies. There was much 
talk of such expedients as abolishing 
rate-making in concert, and of sub- 
jecting only the loss portion of the 
rates to regulation. 

The third stage began with approv- 
al by a strong majority of the Insur- 
ance All-Industry Committee, last 
December, of the so-called Moser 
amendments to the fire and casualty 
insuran¢e rate regulatory bills which 
had received unanimous approval last 
June at the time of the annual meet- 
ing of the National Association of In- 
surance Commissioners. The Com- 
missioners Committee on Federal 
Legislation would not accept the 
Moser amendments, but modified the 
two suggested rate regulatory bills 
somewhat by approving other amend- 
ments at a Chicago meeting in Janu- 
ary. 

When the legislative sessions be- 
gan early this year, and got around 
to considering insurance rate regu- 
latory legislation, the direct opposi- 
tion to the idea of rate regulation and 
to the Commissioners-All Industry 
bills was not strongly in evidence. The 
technique of the opponents of effec- 


tive rate regulation became an effort 
to change the Commissioners-All In- 
dustry measures by amendments. 
Thus the third and present stage of 
the program to pass insurance rate 
regulatory legislation might well be 
termed “the battle of the amend- 
ments.” 


Usually this has not been done by 
seeking to change the actual Com- 
missioners-All Industry rate regula- 
tory bills after they have been intro- 
duced in their true form. Instead 
groups opposed to the type of regu- 
lation there set up have drafted their 
own bills and have had them intro- 
duced independently. Usually they 
follow the Commissioners-All Indus- 
try measures rather closely, when it 
is considered that the language of the 
suggested bills must be shuffled about 
in many cases to fit in with the state 
insurance laws already on the books. 
But in the sections which comprise 
the heart of the Commissioners-All 
Industry bills—those which actually 
give the state Insurance Commissioner 
authority to regulate. insurance rates 
effectively —these opposition — bills 
have come up with some fearful and 
wonderful changes. 

The usual results have been bills 
which can be urged upon legislators 
unfamiliar with insurance rating as 
furnishing satisfactory insurance rate 
regulation, but which analysis demon- 
strates would make it very difficult 
for a state Insurance Commissioner 
to regulate rates. There has been no 
claim made in any such. case, as far 
as this publication is aware, that any 
of these patchwork revisions come 
anywhere near furnishing effective 
regulation in the sense that the Com- 
missioners-All Industry bills provide 
effective insurance rate regulation. 
The claim made for such measures is 
that they furnish rate regulation that 
is good enough for the needs of those 
concerned in the particular state in- 
volved, and that regulation as strict 
as that provided in the Commission- 
ers-All Industry bills is not needed to 
convince Congress that some degree 
of Federal regulation of insurance is 
required. 

Since the Commissioners-All In- 
dustry bills represent the result of a 
long series of compromises, in which 


Flank Attacks of Opponents Seek to Decrease Effectiveness 
of Key Provisions of Commissioners-All Industry Measures 


those who advocated strict regulation 
yielded much ground in a successful 
effort to work out an agreement which 
all could support, many feel that the 
Commissioners-All Industry measures 
themselves may be questioned as not 
being sufficiently strong. In conse- 
quence there is considerable uneasi- 
ness among those most familiar with 
the situation as to what the result will 
be if some of the measures now be- 
ing considered are enacted under the 
impression that they constitute effec- 
tive insurance regulation. 

The changes most frequently sought 
in the language of the Commissioners- 
All Industry bills probably are those 
advanced in the so-called Moser 
amendments, which the Committee on 
Federal Legislation of the National 
Association of Insurance Commis- 
sioners would not approve at its Chi- 
cago meeting in January. Those who 
offered these provisions originally did 
so for the purpose of clarification’ as 
to what an insurance company or 
rating organization might file in sup- 
port of its rates and, too, for the 
purpose of protecting filers from on- 
erous demands for information by an 
over-zealous Insurance Commission- 
er. It is held, however, that the pro- 
visions as worded went much farther 
than that. 

The gist of one such provision ap- 
plicable to both the fire and casualty 
insurance rate regulatory bills is that 
—should an insurer fail to supply in- 
formation in support of a rate filing, 
and should the Insurance Commis- 
sioner lack sufficient information to 
determine whether the filing meets the 
requirements of the rating law—the 
insurer may support the filing by (1) 
its experience or judgment, (2) the 
experience of other insurers or rating 
organizations, or (3) any other con- 
siderations which the insurer or rat- 
ing organization deems relevant. Two 
other amendments—one to the fire bill 
and one to the casualty bill—provide 
that rules, rating plans, and the like 
shall not be disapproved if the rates 
produced under them meet the re- 
quirements of the rating law. 


There has been strong objection to 
these, and to similar amendments 
which seek the same end in different 
language, upon the ground that they 
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restrict unduly the right of the Insur- 
ance Commissioner to require infor- 
mation from those making rate filings. 
Rate filings could be supported en- 
tirely by the insurance company’s own 
judgment. An insurance company 
coveting the business of a rival which 
operated at a lower cost could base 
its rate filings upon that rival’s ex- 
perience. 

Another type of objectionable 
amendment has sought to permit the 
establishment of rate classifications 
upon bases which have no connection 
with the probability of future loss— 
such as management, size, purpose of 
insurance, etc. The language describ- 
ing the reasons for which special class 
rates may be set up is so broad and 
general that such rates could be var- 
ied at the whim of the insurer, and 
unfair rate discrimination would be 
made ridiculously easy. 


In one state provisions were em- 
bodied in the casualty insurance rate 
regulatory bill which permit devia- 
tions upward, but make no provision 
for companies members or subscribers 
of rating bureaus to make class devi- 
ations downward. Another provision 
in the same bill permits individual de- 
viations downward, and requires the 
Insurance Department to keep these 
individually deviated rates secret from 
everyone except the Insurance Com- 
missioner, the state Attorney Gener- 
al, the insurer, the insured, and the 
agent on the risk. Federal agencies 
which might be interested in deter- 
mining whether there has been unfair 
rate discrimination are not included 
in the list of those to whom this in- 
formation may be divulged. 


Provisions of this sort, obviously 
designed to permit the granting of cut 
rates to favored or influential insur- 
ance buyers, seem to be found more 
frequently in casualty insurance than 
in fire insurance bills. The explana- 
tion presumably must lie in the fact 
that there is more under-the-counter 
rate-cutting going on in the casualty 
insurance business than in the fire in- 
surance business, or that the fire in- 
surance rating procedure is more flex- 
ible. The pressure which is being 
exerted to permit rate-cutting in in- 
dividual cases would seem to argue 
that there is a great deal more of this 
going on than had been generally be- 
lieved. 


These are not the only rate-cutting 
provisions that have been showing up 


around the country, however. Here 
is one that few except its sponsors 
have been able to extract any meaning 
from to date: “No rate shall be held 
to be excessive if the Commissioner 
finds that free competition exists in 
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the area and in the classification cov- 
ered by any such rate.” 


Here are a couple of more which 
approach the subject of rate regula- 
tion from a different angle: “No rate 
shall be held to be inadequate unless 
the Commissioner finds that the loss 
experience of the insurer in the classi- 
fication covered by such rate shall 
have been adverse for a continuous 
period of not less than two years im- 
mediately preceding the date of such 
finding.” And: “No rate shall be 
held to be inadequate unless the Com- 
missioner finds that the continued use 
of such rate will endanger the solven- 
cy of the insurer.” 


Both of these have been termed 
works of art, which would give large 
and well-financed insurance compan- 
ies almost unlimited latitude to en- 
gage in rate-cutting contests with 
their smaller and their less  well- 
financed competitors. Insurance com- 
panies operating nationally ¢ould cut 
rates in a state or two at a time, and 
permit their national income to ac- 
count for the difference until they had 
gobbled up all the business they cared 
to in those states. They would seem 
to raise an especially interesting ques- 
tion in connection with alien insur- 
ance companies, which in normal 
times shuttled funds back and forth 
between United States branch offices 
and alien home offices. Attempting 
to prove one of the large alien insur- 
ance companies insolvent would seem 
to be a task involving a great many 
ramifications; possibly that is why 
one of the largest alien casualty in- 
surance carriers is a leading exponent 
of this philosophy of rate regulation. 


One of the more nervous groups 
active in the legislative field seems 
to be made up of local insurance 
agents. They have their own favorite 
amendment, which can be paraphrased 
as: “Nothing in this act shall abridge 
or restrict the freedom of contract 
of insurers, agents or brokers with 
reference to the commissions to be 
paid to such agents or brokers by in- 
surers.”” Although a large number of 
insurance agents seem opposed to in- 
clusion of this provision in legislation, 
it has been bobbing up in a number 
ot states. 


A far as could be determined, as 
of March 1, the national picture 
on fire and casualty insurance rate 
regulatory legislation was as follows: 

ALABAMA. No bills have been 


introduced. Fire and casualty ~~ 
regulatory legislation was passed i 


1945. 
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ARIZONA. Two rate regulatory 
bills patterned after the final version 
of the Commissioners-All Industry 
measures-—one fire and one casualty 
—have been introduced. A fire and 
a casualty rate regulatory bill spon- 
sored by local insurance agents have 
been introduced in both houses. 


ARKANSAS. Fire and casualty 
rate regulatory bills, similar to the 
original Commissioners-All Industry 
bill with Moser amendments, have 
been signed by the Governor. A 
‘California Plan” casualty bill was 
killed. 


CALIFORNIA. A combined fire- 
casualty rate regulatory bill based on 
the final Commissioners-All Industry 
bills, a combined independent _fire- 
casualty rate regulatory bill, and 
combined bill sponsored by the State 
interim commission have been intro- 
duced. 


COLORADO. A fire rate regula- 
tory bill, substantially the original 
Commissioners-All Industry bill, has 
passed both houses. A casualty rate 
regulatory bill sponsored by Insurance 
Commissioner has passed the Senate. 
The final Commissioners-All Indus- 
try fire and casualty rate regulatory 
bills have been introduced. 

CONNECTICUT. The final Com- 
missioners-All Industry fire and cas- 
ualty rate regulatory bills have been 
introduced. Fire and casualty ~~ 
regulatory legislation was passed i 


1945. 


DELAWARE. A combination of 
the Commissioners-All Industry fire 
and casualty rate regulatory bills, with 
some variations in filing requirements, 
is pending as part of the proposed 
insurance code, and also as a separate 


bill. 


DISTRICT OF COLUMBIA. 
The Commissioners-All Industry cas- 
ualty rate regulatory bill, with Moser 
amendments, and two other casualty 
rate regulatory bills have been intro- 
duced. Fire rate regulatory legisla- 
tion was passed in 1945, 


FLORIDA. Legislature has not 
yet met. Fire and casualty rate reg- 
ulatory legislation was passed in 1945. 


GEORGIA. Commissioners-All 
Industry fire and casualty rate regu- 
latory bills have been reported favor- 
ably in the House. 


IDAHO. A _ bill regulating fire 
rates, and one regulating workmen’s 
compensation rates and the examina- 
tion of bureaus have been introduced 
by the interim committee. A com- 
bination fire and casualty bill on the 

California Plan” has been intro- 
duced. 
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ILLINOIS. Rate regulatory bills 
have not yet been introduced by in- 
terim study commission. Insurance 
Commissioner has stated he will sup- 
port Commissioners-All Industry fire 
and casualty rate regulatory bills. 

INDIANA. A fire rate regulatory 
bill similar to the original Commis- 
sioners-All Industry bill with Moser 
amendments has passed both houses. 
A casualty maximum rate bill per- 
mitting secret cut-rate filings, exclud- 
ing workmen’s compensation, has pas- 
sed both houses. A workmen’s com- 
pensation rate regulatory bill, permit- 
ting secret cut-rate filings, has passed 
the Senate. An agents’ qualification 
bill was defeated. 


TOWA. Commissioners-All Indus- 
try fire and casualty rate regulatory 
hills have passed the Senate. 

KANSAS. Commissioners-All In- 
dustry fire and casualty rate regu- 
latory bills have been introduced, to 
replace old fire rate regulatory law, 
and casualty rate regulatory law pas- 
sed in 1945. A compulsory motor 
vehicle law, permitting the Insurance 
Commissioner to fix rates, has been 
introduced. 


MAINE. Commissioners-All In- 
dustry fire and casualty rate regula- 
tory bills have been introduced. Fire 
and casualty rate regulatory bills also 
have been sponsored by the Insurance 
Commissioner. 


MARYLAND. Anti-rebate and 
unfair trade practices bills have been 
introduced. Fire and casualty rate 
regulatory legislation was enacted in 
1945. 

MASSACHUSETTS. Ten fire 
and casualty rate regulatory bills have 
been introduced, including final ver- 
sions of the Commissioners-All In- 
dustry bills. 


MICHIGAN. The Michigan All- 
Industry Conference Committee still 
is studying legislation; no bills yet 
have been introduced. 

MINNESOTA.  Commissioners- 
All Industry fire and casualty rate 
regulatory bills, sponsored by In- 
surance Commissioner, have been re- 
ported favorably in the Senate. 


MISSOURI. Commissioners-All 
Industry casualty rate regulatory bill, 
sponsored by Insurance Commis- 
sioner, has been introduced, as has 
another casualty rate regulatory bill 
sponsored by local agents. No fire 
rate regulatory bills have been intro- 
duced. 

MONTANA. Commissioners-All 
Industry combination fire-casualty bill 
was killed in House. Combination 
fire-casualty rate regulatory bill on 
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the “California Plan” passed the 
House. 


NEBRASKA. Commissioners-All 
Industry fire and casualty rate regula- 
tory bills, with Moser amendments, 
have been introduced, as has a com- 
bination fire-casualty rate regulatory 
bill under local sponsorship which 
regulates rating organizations rather 
than rates. 


NEVADA. A combination fire and 
casualty rate regulatory bill similar to 
the final Commissioners-All Industry 
bills has been introduced. 


NEW HAMPSHIRE. Insurance 
Commissioner has sponsored three 
bills similar to Commissioners-All 
Industry bills to: regulate rating or- 
ganizations; regulate fire and certain 
casualty rates; amend the workmen’s 
compensation and motor vehicle laws. 

NEW JERSEY. No bills have 
been introduced. The state already 
has all-line rate regulation. 


NEW MEXICO. Commissioners- 
All Industry fire and casualty rate 
regulatory bills, sponsored by State 
Insurance Board, have been intro- 
duced. 


NEW YORK. A bill to add a num- 
ber of Commissioners-All industry 
provisions to present rating law has 
been introduced in both houses. 


NORTH CAROLINA. A bill to 
exempt truck and bus insurance from 
rating law has been introduced. Fire 
and casualty rate regulatory laws were 
passed in 1945, and workmen’s com- 
pensation and automobile rate regu- 
latory laws preceded them. 


NORTH DAKOTA. Commis- 
sioners-All Industry fire and casualty 
rate regulatory bills have passed both 
houses. 


OHTO. Commissioners-All Indus- 
try fire and casualty rate regulatory 
bills have been introduced in both 
houses. Casualty rate regulatory bill 
permitting immediately effective in- 
dividual rate filings, sponsored by 
local agents, has been introduced in 
House. Casualty rate regulatory bill 
similar to original unamended version 
of Commissioners-All Industry bill 
has been introduced. 


OKLAHOMA. Commissioners - 
All Industry fire and casualty rate 
regulatory bills have been introduced 
in House. 


OREGON. Commissioners-All In- 
dustry fire and casualty rate regula- 
tory bills, sponsored by Insurance 
Commissioner, have been reported 
favorably in the Senate. 

PENNSYLVANIA. The Penn- 
sylvania Industry Conference Com- 





mittee has released final drafts of fire 
and casualty rate regulatory bills, but 
they have not yet been introduced. 


RHODE ISLAND. Commission- 
ers-All Industry casualty rate regula- 
tory bill has been introduced in both 
houses, as has casualty rate regulatory 
bill sponsored by interim legislative 
committee, which permits rate cutting 
to meet competition. No fire rate 
regulatory bill has been introduced. 


SOUTH CAROLINA. Legisla- 
tive committee has released proposed 
insurance code including Commission- 
ers-All Industry fire and casualty rat- 
ing articles, but it has not yet been 
introduced. 


SOUTH DAKOTA. Commission- 
ers-All Industry fire and casualty rate 
regulatory bills, sponsored by Insur- 
ance Commissioner, have passed both 
houses. 


TENNESSEE. Rate regulatory 
measures were passed in 1945. 


TEXAS. Casualty rate regulatory 
bill patterned on Commissioners-All 
Industry bill, has been introduced to 
replace the 1945 Casualty Act and 
the old motor vehicle law. An all-line 
rating bill seeking to diminish power 
of Texas Insurance Board has been 
introduced. 


UTAH. Insurance code including 
a Commissioners-All Industry rating 
article has been reported favorably in 
the Senate. 


VERMONT. Combination fire and 
casualty rate regulatory bill embody- 
ing substantially the Commissioners- 
All Industry recommendations has 
been introduced under sponsorship of 
the Insurance Commissioner. 


WASHINGTON. Insurance code 
including a rating article and separate 
section on casualty insurance has 
passed both houses. 


WEST VIRGINIA. Commission- 
ers-All Industry fire and casualty rate 
regulatory bills have passed Senate 
and have been reported favorably in 
the House. Four rating bills spon- 
sored by the Insurance Commissioner 
have been introduced. 


WISCONSIN. Casualty rating bill 
has been introduced. An amendment 
to the fire rating law, sponsored by 
the Insurance Commissioner, has 
been introduced. 


WYOMING. A fire rate regula- 


tory bill similar to the unamended 
version of Commissioners-All Indus- 
try bill has been signed by the Gov- 
ernor. A casualty rate regulatory bill 
has been signed by the Governor. 
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Inland Marine 








By, William IH. Rodda 





HE adjustment of inland marine 

losses differs in many important 
respects from the adjustment of fire 
and extended coverage losses. The 
fire insurance adjuster can tell at a 
glance that a loss has occurred. Fire 
or windstorm leaves plenty of evi- 
dence. The insured’s reputation is 
either known to the adjuster or can 
easily be checked with neighbors. 
Property values, title and interest, 
and policy coverage all are matters 
to be determined from known sources, 
according to a well-established rou- 
tine. Even the big fire and windstorm 
loss adjustments follow the same pat- 
tern of (1) determination of sound 
value, (2) applying insurance cover- 
age and (3) convincing the insured 
that the settlement offered is fair and 
equitable both to him and to the in- 
surance company. 


In handling an inland marine loss, 
the adjuster first must determine 
whether there is a loss under the pol- 
icy. The disappearance of a valuable 
diamond ring may leave no physical 
evidence, and the adjuster has to satis- 
fy himself that it is not merely mis- 
laid. Inland marine insurance is basic- 
ally the protection of property in tran- 
sit, and many policies cease to cover 
after the property has been at a fixed 
location for a specified period of time. 
Thus the adjuster must find out 
whether damaged property was so-sit- 
uated that the policy still covered it 
at the time of loss. 


The inland marine loss may occur 
far away from the policyholder, or 
the policyholder may be away from 
home, where the adjuster has no op- 
portunity to consult neighbors regard- 
ing honesty. Fire adjusting technique 
must be adapted to the many different 
conditions under which an inland ma- 
rine loss may happen. 


The adjuster will find that determi- 
nation of sound value under a business 
type of inland marine policy is much 
the same as under a fire or extended 
coverage policy. He also is familiar 
with the problems of evaluating 
household furniture under personal 
fire policies. He has heard many times 
of the old sofas which have seen fif- 
teen years of, wear but which, accord- 
ing to the insured, are as good today 
as when they were bought. He also 
knows that old picture frames which 
mother bought for her daughter’s 
wedding twenty-five years ago have 
taken on the quality of antiques. The 
insured must be convinced that he has 
had a lot of use from the old furni- 
ture, and that the value of that use 
should be deducted from the original 
cost price. 


With inland marine losses the ad- 
juster frequently finds himself face 
to face with genuine antiques, or with 
diamond rings which do not depreci- 
ate in value. A fur coat may be in- 
sured for $700, but between the time 
the policy is written and the time the 
loss occurs, the coat is remade into a 
$400 jacket. Does the specified 
amount of $700 still apply, or is this 
an entirely new garment which is not 
insured at all? The adjuster of per- 
sonal inland marine losses is normally 
dealing in higher values per piece than 
in a fire adjustment, and he must get 
bills of sale or copies of appraisals to 
determine the original cost and pre- 
sent value. 


Inland marine insurance contracts 
may be regarded as consisting of two 
parts. The first is the basic policy, 
and consists of the conditions and 
clauses which are common to almost 
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all such contracts. The second part is 
the form, which concerns the particu- 
lar type of coverage and the property 
protected, and this varies widely be- 
tween inland marine policies of differ- 
ent sorts. Occasionally the two parts 
are printed on the same paper and 
there may not be any clear distinction 
between them. 


Several of the conditions appearing 
in inland marine policies also are pres- 
ent in fire insurance contracts, and 
fire adjusters will be familiar with 
their application. There is a provision 
that the policy shall be voided by the 
concealment or misrepresentation of 
any material fact concerning the in- 
surance or subject thereof, and by 
fraud or false swearing. It is worthy 
of note that the clause usually voids 
the policy if fraudulent acts of the 
insured occur either before or after 
a loss. ia 

The insured is required to report 
a loss immediately, and must file with 
the company or its agent a detailed 
sworn proof of loss within a specified 
time, usually ninety days. The insured 
must submit to examination under 
oath, must cause his employees and 
members of his household to do like- 
wise (so far as is within his power), 
and must produce books, records and 
bills of sale. Suit under a policy must 
be started within twelve months, ex- 
cept in those states where the statutes 
provide differently, and then the stat- 
utory provision necessarily applies. 


Appraisal and cancellation clauses 
follow those of fire contracts rather 
closely. Some policies provide for 
tender of the unearned premium in 
case of cancellation by the company. 
If cancellation is involved in a claim, 
the adjuster should check this pro- 
vision and determine whether the un- 
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earned premium was tendered with 
the cancellation notice. 


Like fire policies, inland marine 
policies contain a provision for pay- 
ment of a loss'by the company within 
a certain length of time after receipt 
of proof of loss. Many inland marine 
policies have the interesting condition 
that “‘all adjusted claims shall be paid 
or made good to the insured within 
sixty days after presentation and ac- 
ceptance of satistactory proof of in- 
terest and loss at the office of this 
company.” Therefore, the company 
is not obligated to make payment by 
the presentation of a capricious proof 
of loss. The use of the words ‘‘ad- 
justed claims” and “acceptance of 
satisfactory” proof give the company 
some additional safeguard in cases 
where the insured refuses to cooperate 
with the company in working out a 
settlement. The company can refuse 
to accept a proof of loss which ob- 
viously does not contain the necessary 
information regarding cost, use, age 
and insurable interest. 


The payment of a fire insurance 
loss always has been considered to re- 
duce the amount of the policy by the 
amount of the loss payment. This 1s 
true in spite of the fact that there is 
no provision in the fire policy to that 
effect. Inland marine policies usually 
contain a provision regarding reduc- 
tion of the policy amount by loss, and 
one of the simpler of these clauses 
reads “Every claim paid hereunder 
reduces the amount insured by the 
sum so paid unless the same be rein- 
stated by payment of additional pre- 
mium thereon.” 


It must be noted, however, that this 
provision is considered to be of no 
effect in connection with reporting 
form policies where the insured’s 
premium is based upon a monthly re- 
port of values or gross receipts. It 
would be better underwriting if the 
companies would eliminate this clause 
when writing a reporting form of 
policy, but this is not always done and 
the adjuster will find policies contain- 
ing this provision where it is not in- 
tended to be effective. 


The remaining clauses in the basic 
inland marine contract either are en- 
tirely foreign to the fire contract, or 
are so different in words and meaning 
that they must have special comment. 
One of the most important is the cash 
value clause, a common form of which 
reads “Unless otherwise provided in 
the form attached, this company shall 
not be liable beyond the actual cash 
value of the property at the time any 
loss or damage occurs and the loss or 
damage shall be ascertained or esti- 
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mated according to such actual cash 
value with proper deduction for de- 
preciation, however caused, and shall 
i no event exceed what it would then 
cost the insured to repair or replace 
the same with material of like kind 
and quality.” 


Several parts of this cash value 
clause are worthy of comment as to 
their effect on losses. The first is the 
beginning words ‘Unless otherwise 
provided in the form attached.” Pol- 
icies covering works of art, antiques 
and jewelry trequently are written on 
a valued basis. Obviously it would be 
difficult if not impossible to determine 
the value of a Rembrandt painting or 
a Stradivarius violin after it had been 
reduced to ashes by a fire or had been 
stolen. Consequently, it is common 
practice for an insurance company to 
agree with an insured as to the value 
ot a specific item, and the policy will 
provide that a certain amount will be 
paid in case of loss. Accordingly, the 
adjuster must examine the form to 
see whether any such agreement is 
contained therein. 


A word of caution must be added 
regarding valued policies. The mere 
listing or scheduling of an item with 
an amount of insurance opposite the 
item does not make the policy a valued 
policy. Many policies provide for the 
scheduling of jewelry, watches and 
furs. Ordinarily the amount set op- 
posite each item in the form is the 
amount of insurance and is not an 
agreed value. In such cases the loss 
is adjusted on an actual cash value 
It is only in connection with 
fine arts, antiques, expensive jewelry 
and occasionally fur garments, that 
an adjuster is likely to find an agreed 
value in the pdlicy. 


basis. 


The actual cash value clause also 
states that depreciation is a factor to 
be considered in determining the 
value. Adjusters are accustomed to 
calculating values with proper con- 
sideration for any depreciation which 
may have occurred, but the presence 
of a specific reference to it frequently 
is helpful in working out a loss with 
a policyholder. A further safeguard 
to the company is the provision that 
the loss payment shall not exceed 
what it would cost the insured to re- 
pair or replace the damaged or lost 
article. Occasionally an insured will 
contend that he has sustained a con- 
structive total loss because of some 
factor which will not permit the re- 
pair or replacement of the lost article. 


That was the case in connection 
with the Tacoma Narrows Bridge 
loss of a few years ago. The bridge 


collapsed as a result of windstorm, 


but the towers and cables remained 
and might have been usable for the 
construction of an identical bridge. 
Obviously the Bridge Authority did 
not want to rebuild the bridge in ex- 
actly the same form because probably 
it would collapse again. Therefore, it 
was contended that there was a con- 
structive total loss. It is the intention 
of the clause quoted above to limit 
the liability of the insurors to the 
cost of rebuilding the property just 
as it was prior to the loss. 


HE provision that “No loss shall 

be paid hereunder if the insured 
has collected the same from others” 
might seem to be unnecessary. As a 
matter of equity an insured should 
not collect twice for a loss, and it is 
further true that if he has collected it 
from others, he has not sustained a 
loss. There are times, however, when 
the provision is of considerable prac- 
tical help to the adjuster. Many polli- 
cyholders have contended that it is 
none ot the company’s business whe- 
ther or not they have collected from 
others. They have sustained the loss 
of an article and the policy provides 
for payment by the insurance com- 
pany. Small losses do not justify 
court action and it is helpful when the 
insured can be shown a definite pro- 
vision that he cannot collect the loss 
twice. The adjuster has the obligation 
of determining whether the insured 
has collected from others, or has any 
intention of doing so after the loss 
has been paid. 


This leads directly into the question 
of subrogation. Most inland marine 
policies give the company the right to 
require an assignment of all rights 
of recovery against any party for loss 
or damage, to the extent that payment 
is made therefor by the company. 
Here again it might be said that the 
provision is not necessary, inasmuch 
as payment by the company gives the 
right of subrogation as a matter of 
equity. But the presence of the clause 
eliminates any question and clearly 
shows the insured his obligation to as- 
sign his rights to the company up to 
the amount of payment. 


The adjuster has an important ob- 
ligation to his company to see that 
all possibilities of subrogation are in- 
vestigated carefully. This is an im- 
portant difference between fire insur- 
ance adjusting and the adjusting of 
inland marine losses. It is seldom that 
a company can recover a fire loss from 
a third party. Occasionally there 































inay be a right of action against a 
railroad where a fire was started by 
sparks, and there are cases where a 
public utility company is responsible 
for a fire or explosion. But in fire 
insurance these cases are the excep- 
tion rather than the rule. 


A clause which carries more mean- 
ing than:a casual reading would indi- 
cate is the one reading “It is warrant- 
ed by the insured that this insurance 
shall in no wise inure directly or in- 
directly to the benefit of any carrier 
or other bailee.” This is an attempt 
by the company to retain its subro- 
gation rights unimpaired, and is par- 
ticularly important in connection with 
transportation policies and _ policies 
where the property is in the custody 
of a bailee. The normal obligation of 
a bailee is to use reasonable care for 
the protection of the property of 
which he is custodian. In the case of 
common carriers, the obligation may 
be almost absolute. The degree of re- 
sponsibility of a bailee varies con- 
siderably, depending upon the nature 
of the business. 


Sometimes bailees will insert in 
their contracts a provision which 
would give them the benefit of any 
insurance carried by the bailor. The 
practical effect of such a contract be- 
tween the bailee and the bailor is to 
eliminate the right of the insurance 
company to collect from the bailee 
under any subrogation agreement. 
The inland marine insurance policy, 
therefore, contains this warranty by 
the insured that he will not enter into 
any contract with a bailee which will 
allow the insurance to benefit the 
bailee. 


Policyholders seldom realize the 
import of the bailee clause, and an 
adjuster will frequently find that there 
is a contract between the insured and 
the bailee giving the bailee the benefit 
of the insurance. A strict interpreta- 
tion of the policy contract would hold 
that the policy had been voided by the 
insured in making such an agreement. 
But the company may not want to 
deny liability on those grounds, and 
there may be some doubt as to whe- 
ther a court would sustain the conten- 
tion that the policy had been voided 
so as to preclude recovery. But if the 
company pays the loss to the insured 
in the face of such an agreement be- 
tween the insured and the bailee, the 
company’s right of recovery against 
the bailee is seriously prejudiced. The 
proper procedure in such cases is for 
the insurance company to lend the 
money to the insured and let him col- 
lect what he can from the bailee be- 
lore making final settlement. 
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It is imperative that the adjuster 
secure copies of all contracts and 
agreements between the insured and 
any bailee who might be held respon- 
sible for the loss. If there is a clause 
in the agreements which might abro- 
gate the company’s right of subro- 
gation, the company should be pro- 
vided with full particulars. If a loan 
is to be made, a formal loan receipt 
should be taken so that there is no 
question that the money was intended 
as a loan, pending determination of 
recovery from the bailee. 


Sometimes inland marine policies 
contain a clause which is intended to 
void the policy if the insured makes 
an agreement, either before or after 
a loss, which would remove or impair 
his right of recovery for the full 
amount of the loss from a third party. 
Instances of such agreements would 
be the settling of a loss without the 
consent of the company, and the ac- 
ceptance of a contract or bill of lad- 
ing whereby the amount of recovery 
is limited. The normal receipt for 
an express shipment limits the amount 
of recovery to $50 per package. The 
acceptance of this receipt impairs the 
insured’s right of recovery and con- 
sequently impairs the company’s right 
ot subrogation. If an adjuster is 
handling a loss under a policy with 
such a clause, and he finds that the 
insured has entered into some agree- 
ment or accepted a receipt or bill of 
lading which affects his right of re- 
covery, the adjuster should determine 
the exact effect on the claim and re- 
port to the home office of the insur- 
ance company. In view of the pro- 
visions in the standard bill of lading 
limiting the recovery by the shipper, 
many insurance companies are leav- 
ing this clause out of their policies 
or amending them to give permission 
to accept the standard bill of lading. 


WO clauses with similar intent 

which are found in most inland 
marine policies are the “pairs and 
sets” clause and the “machinery” 
clause. The pairs and sets clause pro- 
vides that, “in the event of loss or 
damage to any article or articles which 
are a part of a set, the measure of 
loss of or damage to such article or 
articles shall be a reasonable and fair 
proportion of the total value of the 
set, giving consideration to the im- 
portance of said article or articles, 
but in no event shall such loss or 
damage be construed to mean total 
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loss of the set.” The machinery clause 
means much the same and reads, “In 
case of loss or injury to any part of 
the insured property consisting, when 
complete for sale or use, of several 
parts, this company shall only be 
liable for the insured value of the 
part lost or damaged.” 


Without the protection of these 
clauses a company might find itself 
obligated to pay tor a total loss be- 
cause of the loss of one member of a 
set. The ladies always will contend 
that the value of a set of earrings is 
totally destroyed if one of them is lost 
and it is impossible to find a matching 
piece. Occasionally the presence ot 
the clause may seem to be an unjust 
restriction, but in most cases it is a 
necessary limitation of the company’s 
liability. Insofar as the adjuster is 
concerned, the clause must be applied 
when it is present and the reasons for 
it explained to the insured. In the 
case of the earrings, about all the ad- 
juster can do is to tell the lady that 
she looks like the famous movie star 
who became well known for wearing 
her hair over one eye. Maybe he can 
convince the policyholder that she is 
more attractive with only one ear 
showing. A good adjuster is clever 
in handling people, and more than one 
loss has been successfully settled be- 
cause the adjuster was able to figure 
out a use for the damaged article. 


An application of the pairs and sets 
clause will show its operation and jus- 
tification. A clothing manufacturer 
was making up some ladies’ suits 
which consisted of a dress and jacket. 
As the lot neared completion, the 
manufacturer sent the jackets out to 
another shop to have special buttons 
attached. While the jackets were 
there, a fire occurred and the jackets 
were destroyed. The manufacturer 
put in a claim to his insurance com- 
pany for the value of the entire lot, 
including the value of the dresses as 
well as the jackets. He contended 
that the dresses were worthless with- 
out the matching jackets and that by 
the time he could get new jackets made 
his market would be lost. The insur- 
ance company cited the pairs and sets 
clause and refused to pay for more 
than the value of the destroyed jack- 
ets. The loss of value in the dresses 
was a consequential loss and not a 
direct loss from the peril insured 
against. Since the policy and the rate 
did not contemplate paying for conse- 
quential losses, the limitation of the 
pairs and sets clause had to be applied. 


The machinery clause similarly pro- 
tects the insurance company against 
consequential losses which are not in- 
tended to be covered. A loss occurred 
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to some precision machinery which 
became damaged by a fire while in 
transit. The fire was not severe and 
damaged only a small but vital part 
of the machines. The factory owner 
found. that he could not operate the 
machines without the destroyed part, 
and it was impossible to secure im- 
mediate replacement. He put in a 
claim for a total loss on the machines. 
The company declined to settle for 
more than the value of the destroyed 
parts, basing its position on the pro- 
visions of the machinery clause. Here 
again, the loss to the balance of the 
machinery was a consequential loss 
and not a direct loss from the perils 
insured against. 


N important clause to be found in 
practically all inland marine poli- 
cies is the “Sue and Labor’ clause. 
Contrary to the opinion of one neo- 
phyte underwriter, it has nothing to 
do with the motherhood of a girl 
named Sue. The clause has been lifted 
bodily from ocean marine insurance 
policies, as might be guessed from its 
archaic lanugage. It is used unchang- 
ed because it has gone through court 
battles and its meaning is known ex- 
actly by insurance lawyers and the 
courts. It is unfortunate that inland 
marine writers have not been able to 
break away from tradition and draft 
a clause the meaning of which would 
be clear to policyholder and adjuster 
alike, without the necessity of reading 
through a dozen books of law. The 
clause reads, “In case of loss or dam- 
age, it shall be lawful and necessary 
for the insured, his or their factors, 
servants and assigns, to sue, labor, 
and travel for, in and about the de- 
fense, safeguard and recovery of the 
property insured hereunder, or any 
part thereof without prejudice to this 
insurance; nor shall the acts of the 
insured or this Company, in recover- 
ing, saving and preserving the proper- 
ty insured in case of loss or damage, 
be considered a waiver or an accept- 
ance of abandonment, to the charge 
whereof this Company will contribute 
according to the rate and quantity of 
the sum herein insured.” 


But what does it mean? The sue 
and labor clause makes two agree- 
ments. First, the company agrees 


that the insured may go to trouble 
and expense in preventing further 
loss from a peril insured against, with- 
out impairing his right of recovery. 
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Secondly, the company agrees to pay 
its proportionate share of such ex- 
pense. Fire insurance policies make 
it an obligation of the insured to do 
what he can to protect and preserve 
the insured property at and after a 
loss. It is customary to pay extra 
expenses which save the fire insurance 
company from further loss. The sue 
and labor clause goes a step further 
and agrees to pay for suits, court ex- 
penses, labor, trouble and travel which 
are performed in an effort to pre- 
vent further loss. It has been held 
that the company is liable for sue and 
labor expenses, in addition to the pay- 
ment of a total loss (where the sue 
and labor were of no avail in pre- 
venting the loss). 


It is interesting to note that most 
inland marine policies do not contain 
any specific provision to the effect 
that there can be no abandonment to 
the company. In ocean marine in- 
surance there is a right to tender 
abandonment to the insurance com- 
pany under certain conditions. Since 
this right is peculiar to ocean marine 
insurance, and in view of the fact 
that the inland marine policy is silent 
on the subject, it is doubtful whether 
an insured could successfully tender 
abandonment under an inland marine 
policy. As a matter of practical ad- 
justing, any suggestion of abandon- 
ment to the company should be re- 
sisted by the adjuster, and referred 
to the company if the insured per- 
sists. It should be noted that the sue 
and labor clause gives the company 
the right to recover, save and pre- 
serve the insured property without 
its being considered acceptance of 
abandonment. 


What kind of expenses should be 
allowed as proper under the sue and 
labor agreement? They must be ex- 
penses which would prevent or re- 
duce a loss insured against. If the 
policy provided coverage against loss 
by fire, but did not cover windstorm 
damage, there would be no obligation 
on the company to pay the expenses 
of preventing a windstorm loss. The 
clause provides for such payment “in 
case of loss or damage” but there 
have been cases where sue and labor 
expenses were allowed where they 
were incurred to prevent any loss. 
A proper charge would be the cost 
of reloading goods which have been 
overturned in a collision. The pur- 
pose of the sue and labor clause is to 
encourage the insured to take all pos- 
sible steps to prevent further loss, and 
to protect the rights of both the in- 
sured and the company when either 
of them goes to trouble and expense 
to avoid additional damage. 


It is not often that an inland marine 
adjuster will come into contact with 
“General Average’ losses, but he 
should be familiar with the term and 
know what it is intended to cover. 
It is an important feature of ocean 
marine insurance and it can be illus- 
trated most easily by such an example. 
Occasionally it becomes necessary for 
a ship’s captain to jettison part of his 
cargo in order to save his ship and 
the balance of the cargo. This is a 
deliberate act and the loss of the 
goods thrown overboard cannot be 
charged directly to any specific haz- 
ard insured against. It is considered 
unfair to make the owner of the 
goods (or his insurer) stand the full 
loss of the goods, because it was jet- 
tisoned in order to save the entire 
ship and remaining cargo. Accord- 
ingly, the loss of the jettisoned goods 
is apportioned over the entire value 
of the ship and the cargo which were 
saved. This charge against the ship 
and the remaining cargo is called a 
“General Average” charge. Where 
the policy coverage includes liability 
for such claims, any salvaged cargo 
must contribute its share toward the 
loss of the goods which were thrown 
overboard. Such occurrences are in- 
frequent in inland marine losses, 
however, because the occasion for 
throwing cargo overboard does not 
often arise in land transportation. 


It is possible that there will be 
cases of this sort in connection with 
air cargo insurance as that form of 
transportation becomes more common. 
In February, 1947, a four-engined 
airplane bound for Europe had two 
engines fail between the Azores and 
Casablanca. The crew threw out much 
of the cargo so the plane could get to 
Casablanca on two engines. A general 
average loss might be assessed against 
the balance of the cargo under those 
circumstances. 


A word of caution is inserted here 
lest the reader assume that the fore- 
going description of the “basic inland 
marine policy” covers all the clauses 
which may be found in the policies in 
general use. This type of insurance 
is perhaps the least standardized and 
the least subject to regulation both as 
to policies and forms. While the 
clauses described are common to most 
inland marine policies, and while they 
are the principal ones in use today, 
insurance companies are free to omit 
or add almost at will. To the adjuster, 
this makes for a confused situation 
and shows clearly the need for a care- 
ful reading of the entire policy, and 
not merely of the form attached to 
the policy. 
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53. MARCH MEETINGS SCHEDULED. Among the meetings of 
general insurance interest scheduled for March are 
the following: Fire Underwriters Association of the 
Pacific, San Francisco, March 10-11; Greater New 
York Safety Council, New York City, March 25-28; 
National Association of Mutual Insurance Agents, 
mid-year meeting, Miami Beach, March 31 - April 1-2. 


54, JOHNSON REAPPOINTED. Newell R. Johnson, Insur- 
ance Commissioner of Minnesota, has been reap- 
pointed by Governor Youngdahl. He is the first 
Minnesota Commissioner in more than fifty years 
to be honored by reappointment at the expiration 
of his term. 


55, REBATING UPHELD IN MICHIGAN RULING. The Mich- 
igan Attorney-General's Department has ruled that 
rebating of 90 per cent of premiums collected over 
a 5-year period on "family group" health and acci- 
dent policies, if no loss claims were filed dur- 
ing that time, is a legitimate provision embodied 
in an insurance contract. The so-called "cash 
award benefit" provided by the refund clause did 
not seem to come within the category of health and 
accident insurance as defined by statute, in the 
opinion of Insurance Commissioner David A. Forbes, 
and the question of whether the carrier was ex- 
ceeding its authority was submitted to the Attor- 
ney-General for decision. The opinion holds that 
the provision is a form of "merit rating" common 
in compensation and automobile policies and is 
permissible under the statute. 





56, MUTUAL MERGER. The Dairymen's Mutual Fire In- 
surance Company of Janesville, Wisconsin has been 
merged with Citizens Mutual Fire Insurance Company 
of the same city. Present officers of Citizens 
Mutual Fire Insurance Company will continue except 
that Robert L. Jacobs, president of Dairymen's be- 
comes secretary-treasurer. 


57. BROSMITH DEATH. Allan E. Brosmith, 66, for 
many years an attorney for Travelers Insurance 
Company, died recently at St. Francis Hospital, 
Hartford. In 1941 he served as vice president of 
= International Association of Insurance Coun- 
sel. 


58, LICENSE REVOCATION. The licenses of the Manu- 
facturers Fire Insurance Company of Philadelphia 
and the General Insurance Company of Seattle, Wash- 
ington, have been revoked by Superintendent of In- 
surance Owen G. Jackson of Missouri for cutting 
their rates in violation of Missouri laws. Super- 
intendent Jackson has also notified the prosecut- 
ing attorneys of St. Louis and St. Louis County to 
take whatever action they deem necessary against 
A. F. Felker and L. R. Felker of the Laclede In- 
surance Agency of St. Louis - which acted as brok- 
ers for the two companies. The two executives are 
charged specifically with writing a policy in be- 
half of the Manufacturers Fire and General Insur- 
ance Company, in which they allegedly cut fire in- 
surance rates one-half without notifying the divi- 
sion of insurance as required by law. 





59, RISK RESEARCH OFFERS RATING BILL. A bill for 
the regulation of rates in the property-casualty 
insurance field, has been prepared by Risk Re- 
search Institute, Inc., national organization of 
insurance buyers. The measure, drafted by a con- 
mittee of insurance buyers representing seven mem- 
ber firms in the Institute, is believed by its 
sponsors to meet the requirements of the United 
States Supreme Court decision that "insurance is 
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commerce", the requirements of Public Law 15, and 
of the Federal Anti-Trust Laws. 


60, KING NAMED PRESIDENT. Howard G. King, presi- 





dent of the Jamestown Mutual Insurance Company, 
was elected president of the Association of New 
York State Mutual Casualty Companies at the recent 
annual meeting of the governing committee of the 
organization. Richard Woike, president, Manhat- 
tan Mutual Auto Casualty Company was named vice 
president, and Michael J. Murphy and Miss Emma C. 
Maycrink were reelected general manager and secre- 
tary-treasurer respectively. The Merchants Mutual 
Casualty Company and the Security Taxpayers Mutual 
Insurance Company were elected to the governing 
committee for terms expiring in 1950. 
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61. ALLIED LINES ASSOCIATION. The Sprinkler Leak- 
age Conference, the Explosion Conference and the 
Eastern Tornado Insurance Association have been 
merged into a single unit to be known as the Allied 
Lines Association. For the present, the Allied 
Lines Association will continue to perform the 
same functions on behalf of its members and sub- 
scribers as did the dissolved individual organiza- 
tions. Newly elected officers of the Allied Lines 
Association include: president, Harry Miller, As- 
sistant United States Manager, Commercial Union 
group; vice president, Leonard Peterson, vice pres- 
ident, Home Insurance Company; secretary, Henry 
C. Klein, secretary, New York Underwriters; and 
treasurer, Dwight G. Stone, secretary, Aetna Cas- 
ualty and Surety. 





62. BISSON NEW RHODE ISLAND COMMISSIONER. The ap- 
pointment of George A. Bisson, former Newport City 
treasurer, as deputy administrator of insurance 
in the Rhode Island state department of Business 
Regulation was announced on February 10 by Gov- 
ernor John 0. Pastori. Bisson fills the post left 
vacant recently when J. Austin Carroll resigned 
to become secretary of the Providence Washington 
Insurance Company. The appointment was made by 
Director of Business Regulation, Thomas J. Meehan 
and approved by the governor. The position carries 
the designation of insurance commissioner. Bisson 
had been Newport city treasurer for the past four 
years. 


63. MICHIGAN DWELLING POLICIES. Fire insurance 
companies licensed to do business in the State of 
Michigan have been notified by Insurance Commis- 
sioner David A. Forbes of complaints relative to 
attaching consequential loss and work and material 
clauses to dwelling policies. Such clauses, under 
present filings, it is pointed out, are applicable 
only to commercial properties. The growing use of 
home-freezing equipment and the current prevalence 
of repair jobs on dwellings is said to account for 
the demand which has resulted in violation of the 
anti-discrimination provisions of the Michigan In- 
surance Code. 


64, COMPANY CHANGES NAME. George Kramer, president 
of the Butchers’ Mutual Casualty Company of New 
York announces that the name of the carrier has 
been changed to Cosmopolitan Mutual Casualty Conm- 


pany of New York. 


65. R. J. DUNN DIES. Richard J. Dunn, 52, second 
vice president of Lumbermens Mutual Casualty Com- 
pany and American Motorists Insurance Company, Chi- 
cago, died on February 2 at St. Francis Hospital, 
Evanston, Illinois. Funeral services were held in 
Wilmette on February 5 with interment in Boston on 
February 7. 
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66. R.F.C. LOAN FOR COMPANIES. Granting of a $3,- 
000,000 Reconstruction Finance Corporation loan to 
the Preferred Accident Insurance Company and its 
affiliate, the Protective Indemnity Company, sub- 
ject to approval of present common stockholders, 
has been announced. Regular triennial examinations 
of the companies by the New York Insurance Depart- 
ment disclosed that the introduction of additional 
funds was necessary and the securing of this money 
through private channels was explored. A number 
of proposals were considered but none were found 
to be acceptable. The R.F.C., however, after ne- 
gotiation with company officials and consultation 
with the New York Insurance Department agreed to 
provide fresh capital and surplus up to $3,000,000. 
Since the moneys to be advanced by the R.F.C. will, 
as is customary, be secured by preferred stock 
senior to the existing shares, the consent of the 
present common stockholders must be obtained. 





67, PROPOSE W. VA. INSURANCE COMMISSION. Estab- 
lishment of a three-member bi-partisan insurance 
commission which would exercise the powers now del- 
egated to the state auditor as ex-officio insurance 
commissioner is proposed in a bill introduced in 
the West Virginia Senate by Senator Johnson (Dem. ) 
of Mercer. Members of the commission would be ap- 
pointed by the governor for six year terms, one 
member to be a full time chief executive at an an- 
nual salary of $6,000. The two remaining members 
would be paid $20 a day plus expenses while engaged 
in commission duties. 








be barred from securing licenses as insurance 
agents under the provisions of legislation now 
pending in the Tennessee legislature. The measures 
provide that license may be revoked or suspended, or 
application may be refused where the applicant is 
engaged primarily in the distribution and sale of 
personal property and the license is sought for the 
purpose of affecting insurance on such personal 
property sold by the applicant, his agents or en- 
ployes, and the greater part of such insurance is 
expected to be derived from such sales. 


69, RICHMOND MUNICIPAL PROPERTY. A plan has been 
worked out between a committee of Richmond Vir- 
ginia, local agents, representing all types of fire 
companies, and the city purchasing agent, for the 
allocation of fire insurance on municipal property. 
Approximately $30,000,000 insurance with an an- 
nual premium of $30,000 is involved. Under the 
plan, recently submitted to the Mayor's Advisory 
Board, the insurance would be written in three pol- 
icies with commissions being divided among about 
eighty agents. 





70. HILL HEADS MICHIGAN COMMISSION. Coincident 
with the disclosure that he had designated James 
L. Hill as new chairman of the workmen's compensa- 
tion division of the Michigan Department of Labor 
& Industry, Governor Kim Sigler on February 6 or- 
dered a far reaching revision of procedures and 
policies of the division. Mr. Hill, a Commission- 
er since 1941, replaces Mrs. Bette Allie, Detroit, 
who has been chairman since 1943. His term as 
Commissioner expires in 1951. It is understood 
that Mrs. Allie, whose term as Commissioner runs 
until April, 1948, will remain on the Commission. 


71. MASSACHUSETTS FIRE RATES INCREASED. An over- 
all average increase of 10 per cent in Massachu- 
setts fire insurance rates, effective on all pol- 
icies issued on and after February 7, has been an- 
nounced by the New England Fire Insurance Rating 
Association. Increases vary by types of property, 
running as high as 20 per cent on mercantiles. 
There is no increase on most dwelling risks. 


72, CHRISTIAN NORTHWESTERN DIRECTOR. Geoffrey 
Christian, Chicago, eastern division manager was 
named a member of the Board of Directors of the 
Northwestern Mutual Fire Association of Seattle, 
at the recent annual meeting. 


73. EXPAND SASKATCHEWAN FUND. An increase in death 
benefits from a maximum of $5,000 to $10,000 is 
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provided by the Saskatchewan government insurance 
program in connection with expansion of its com- 
pulsory accident law. Under the Saskatchewan law 
persons injured in automobile accidents in the 
Province automatically are entitled to compensa- 
tion, regardless of negligence, under a schedule 
Similar to that used in workmen's compensation 
cases. In addition to the increase in the maximum 
death benefit, collision and property damage lia- 
bility insurance is being offered and some reduc- 
tions are also being made in rates. 


74, GIBBS REAPPOINTED. Casualty Insurance Comis- 
sioner J. P. Gibbs of Texas has been reappointed 
by Governor Jester to another six year term. The 
appointment has been sent to the State Senate for 
confirmation. 


75, WOULD AUTHORIZE REPLACEMENT COVER. Authoriza- 
tion to write replacement insurance would be 
granted companies doing business in Connecticut 
under a bill recently introduced in the general 
assembly of the State. The privilege to write this 
coverage has previously been sought by the com- 
panies but the attorney general has held that it 
was not permissible under the statutes. The pro- 
posed legislation would allow writing of this risk 
as a rider, covering cases where depreciation had 
been charged against the properties. 


76, AGENTS' MEETINGS TO CHICAGO. The executive com- 
mittee of the National Association of Insurance 
Agents has announced a decision to hold the next 
three annual conventions of the organization, be- 
ginning in 1948, in Chicago during the month of 
October. The purpose of this decision, it is said, 
was prompted by a desire to provide in advance ade- 
quate convention facilities because of continued 
scarcity of hotel accommodations in most large 
cities. The executive committee also revealed 
that the mid-year convention in 1948 will be held 
at New York. 


77, ERNEST W. BROWN DIES. Ernest W. 
president of Arex Indemnity, Arex Managers Inc., 
Ernest W. Brown, Inc., Ernest W. Brown, Inc. of 
Pennsylvania and Reciprocal Managers, Ltd., of 
Toronto, died recently of a heart ailment at his 





Brown, 68, 


summer home at Yarmouth, Nova Scotia. He had been 
in ill health for some time. 
78, TAYLOR NAMED AETNA VICE PRESIDENT. Edward I. 





Taylor, vice president of the Casualty Indemnity 
Company and the Standard Surety and Casualty Com- 
pany of New York, has been named vice president of 
the four fire companies of the Aetna group--Aetna 
Insurance Company, World Fire and Marine Insurance 
Company, Piedmont Fire Insurance Company, and the 
Standard Insurance Company of New York. 


79, BAR COMMITTEES NAMED. J. Harry LaBrun of Phil- 
adelphia, Chairman of the insurance law section of 
the American Bar Association, has announced the 
personnel of committees to serve for the coming 
year. Following are the Chairmen and vice chair- 
men, respectively, of the various committees. Au- 
tomobile: F. B. Baylor, Lincoln, Nebraska; William 
Doyle,counsel, Liberty Mutual Insurance Company, 
Boston; K. P. Grubb, Milwaukee. Aviation: W. Percy 
McDonald, Memphis; S. C. Morris, Charleston, West 
Virginia; L. B. Parker, Kansas City. Casualty: 
G. R. Dougherty, Milwaukee; R. I. Bauder, Los 
Angeles; L. C. Ryan, Syracuse. Fidelity and Surety: 
W. A. Mansfield, Detroit; A. M. Heron, Washington, 
D. C.; E. B. McCahan, associte counsel, Fidelity 
and Deposit, Baltimore. Fire Insurance Law: J. S. 
Foster, Newark; H. H. Berger, Kansas City; W. C. 
Thompson, Dallas. Health and Accident Insurance: 
F. Roland Attaben, Grand Rapids; H. S. Don Carlos, 
superintendent of life and accident claims, Travel- 
ers, Hartford; J. D. Rnadall, Cedar Rapids. In- 
surance Law Practice and Procedure: F. A. Betts, 
Los Angeles; Lon Hocker, Jr., St. Louis: F. R. 
Brown, Buffalo. Insurance Status: J. V. Bloys, 
assistant counsel, Life Insurance Association of 
America, New York; Maynard Garrison, Firemens' 


Fund, San Francisco; H. E. Hilton, assistant di- 
rector of insurance, U. S. Chamber of Commerce, 
Marine and Inland Marine: G. E. 


Washington, D. C. 
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Beechwood, Philadelphia; C. P. Kremer, New York; 
E. G. Dobrin, Seattle. Membership: Grover Middle- 
brooks, Atlanta. Publications: H. W. Raymond, 
New York; J. Harry Schisler, Fidelity and Deposit, 
Baltimore; J. V. Bloys, assistant general counsel, 
Life Insurance Association of America, New York. 
Regulation of Insurance Companies: C. C. Fraizer, 
general counsel, H. and A. Underwriters Confer- 
ence, Lincoln, Nebraska; F. J. Creede, San Fran- 
cisco; J. C. Smith, general counsel, Jefferson 
Standard Life, Greensboro, North Carolina. Work- 
men's Compensation and Employers' Liability: W. D. 
Pierson, Oklahoma City; W. C. Ropiequet, St. Louis; 
J. P. Erwin, Philadelphia. Conference Committee 
on Lay Adjusters: 0. J. Brown, Syracuse; R. M. 
Noll, Marietta, Ohio. 


80, VOLUNTEER FIREMEN COMPENSABLE. Volunteer fire- 
men fall within the classification of municipal em- 
ployees and as such are entitled to compensation 
for injuries received in the line of duty, accord- 
ing to a decision of the Nebraska Supreme Court. 
The State Legislature, the Court held, intended 
when it brought employees of a municipality under 
the act, that all regularly enrolled volunteer 
firemen should be included, whether by appointment 
or contract of hire, express or implied, oral or 
written. In finding the Village of Hemingford 
liable for compensation for an injured volunteer 
fireman the Court stated that where a village has a 
regularly organized fire department any member, as 
distinguished from the purely volunteer fire 
fighter, falls within the classification of muni- 
cipal employees. 


81. GWALTNEY NEW ALABAMA SUPERINTENDENT. Appoint- 
ment of L. L. Gwaltney, Jr., as Superintendent of 
Insurance, has been announced by Governor James, E. 
Folsom of Alabama. The new superintendent has 
been in insurance for several years and at the time 
of his appointment was assistant secretary of the 
All State Life Insurance Company of Montgomery. He 
held the post of deputy superintendent of insurance 
during the second administration of former Gover- 
nor Bibb Graves. R. N. Cartwright, who had been the 
acting superintendent, continues with the Depart- 
_ = deputy superintendent in charge of bureau 
of rates. 








82, JANUARY FIRE LOSSES. United States fire losses 
in January, 1947, were $57,180,000, according to 
the monthly estimates of the National Board of Fire 
Underwriters. This represents a decrease of 1.6% 
from the record high established in December, 1946, 
but an increase of 14.8% over January, 1946. 


83, MINNESOTA U & 0 POLICIES. Issuance of a new 
rule book containing several changes, the most im- 
portant of which eliminates the present use and 
occupancy forms, has been announced by Charles J. 
Lund, general manager of the Fire Underwriters In- 
spection Bureau, Minneapolis. New rules and forms 
for business interruption insurance have been sub- 
stituted as follows: gross earnings form for manu- 
facturing risks; gross earnings form for mercantile 
and non-manufacturing risks; coinsurance forms for 
manufacturing risks; coinsurance forms for mercan- 
tile and non-manufacturing risks. 


84, MAYFLOWER MUTUAL ABSORBED. The Mayflower In- 
surance Company of Columbus, Ohio, a stock company, 
at one time known as the Economy Insurance Company, 
has taken over the Mayflower Mutual Insurance Com- 
pany. Senator John W. Bricker of Ohio is president 
of the company and John G. Case, Jr., secretary. 


85, PENNSYLVANIA HOLDS UP_AGENTS' LICENSING. In 
view of the present court order issued by Judge 
William M. Hargest of the Dauphin County Court on 
January 8, restraining the Insurance Commissioner 
from issuing licenses to new applicants, the Penn- 
Sylvania Insurance Department announces that there 
will be no further examinations for either agents 
or brokers until further notice. In the meantime, 
all companies have been requested to withhold ap- 
plications for new agents' licenses until notified 
that the present situation has been settled. Ac- 
cording to the Department, a definition is being 
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prepared defining "underwriting experience other 
than soliciting" and will be filed with the proper 
authorities. As soon as this has been accepted, all 
companies will be promptly notified and furnished 
a list of their applicants who have passed the ex- 
aminations and whose licenses are held pending. 
Further action will be taken accordingly for those 
companies who can then submit an endorsement in ac- 
cordance with the new regulations. 


86. TENNESSEE LICENSE CASE APPEALED. John J. Hook- 
er, attorney for the Tennessee automobile dealers 
involved in licensing litigation with the Tennes- 
see Insurance Department, has appealed the decision 
of the State Court of Appeals in sustaining the 
action of Insurance Commissioner James M. McCor- 
mick in refusing to license auto dealers as repre- 
sentatives of Motor Insurance Corporation of New 
York. Pleading errors in the decision of the judge, 
Hooker is seeking a certiorari action on records 
in the case. 





87. MID-WESTERN INDEMNITY ORGANIZED. Incorporation 
of the Mid-Western Indemnity Company of Cleveland, 
Ohio, has been announced. Wilbur E. Benoy, gener- 
ali counsel of the Motors Mutual Insurance Company 
of Columbus, A. M. Sebastian, Columbus and James A. 
Weyer, Cleveland, are listed as the incorporators. 
The Company will write a general casualty business 
and have 2,000 shares of stock valued at $50 a 
share. 





88, NATIONWIDE DEFINITION AMENDED. The nationwide 
definition and interpretation of insuring powers 
of marine and transportation underwriters issued 
by the Joint Committee on Interpretation and Com- 
plaint, effective February 15, has been amended 
by the New Hampshire Insurance Department. "Section 
1E. Personal property floater risks--l. Covering 
individuals (a) tourist and/or personal effects 
floater policies" has been amended by eliminating 
the following language "which policies shall ex- 
clude hazards while in a permanent residence of the 
insured." Sub-head 2 under Sec. 1E "Covering in- 
dividuals and/or generally (t) silverware float- 
ers" has been changed by "excluding the permanent 
residence of the assured." 





89, CANADIAN FIRE LOSSES. Estimated Canadian fire 
losses for January, 1947. totaled $5,220,285 ac- 
cording to the Monetary Times, compared with $5,- 
593,800 in the same month last year. 


90, ALLYN REAPPOINTED. W. Ellery Allyn of Water- 
ford, has been reappointed by Governor McConaughy 
as Connecticut Insurance Commissioner for another 
four-year term from July 1, 1947. The appointment 
was confirmed by the State Senate on February 20. 





91, COLD STORAGE LOCKERS. Insurance of contents of 
cold storage lockers under inland marine forms will 

be permitted in Pennsylvania according to a ruling 

_ by Insurance Commissioner James F. Malone, 
r. 





92, GRANTED COMPANY STATUS. The Iowa Insurance De- 
partment has approved the request of the Mutual 
Fire and Tornado Association of Cedar Rapids to 
change from an assessment insurance association to 
a company. 


93. RATE INJUNCTION SET ASIDE. The temporary in- 
junction issued by the Franklin County Circuit 
Court at Frankfort, Kentucky, restraining certain 
casualty insurance companies operating in the state 
from increasing automobile and commercial vehicle 
public liability and property damage rates, has 
been reported set aside. The injunction had been 
secured early in February by Insurance Director 
Harry B. Nelson who held that companies lacked the 
right arbitrarily to enforce higher rates without 
any hearing as to their reasonableness. 


94, FIREMEN'S FUND CHANGES. James F. Crafts, pres- 
ident of the companies of the Firemen's Fund Group, 
has announced the following changes in the execu- 
tive staff at the head office: Maynard Garrison, 
former California Insurance Commissioner, who 
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joined Firemen's Fund on February 1, has been 
elected a vice president of all companies of the 
group. He will assist Mr. Crafts in the admini- 
stration of the country-wide affairs and opera- 
tions of the companies. Raymond L. Ellis, vice 
president of the fire companies of the group since 
1942, has been elected a vice president of Fire- 
men's Fund Indemnity and Western National Indem- 
nity companies. Edward V. Mills, controller and 
treasurer of the company since 1944, has been 
elected vice president of all companies of the 
group and will have the official title of vice 
president and controller. Fred H. Merrill, finan- 
cial secretary, has been elected a vice president 
of all the companies of the group with the title of 
vice president and financial secretary. Harrison 
C. Bottorf, assistant to the controller, has been 
elected treasurer of all companies of the group. 


95, AUTO LIABILITY RATES. Revised increases in au- 
tomobile bodily injury and property damage liabil- 
ity insurance rates in 27 states, the District of 
Columbia and the Territory of Alaska, have been 
announced by the National Bureau of Casualty and 
Surety Underwriters. The new rates, which reflect 
current loss conditions, became effective Febru- 
aty 17 in Arizona, Arkansas, California, Colorado, 
Delaware, Georgia, Idaho, Iowa, Kentucky, Maine, 
Michigan, Minnesota, Missouri, Montana, Nebraska, 
Nevada, New Mexico, North Dakota, Ohio, Pennsyl- 
vania, Rhode Island, South Carolina, Utah, Ver- 
mont, West Virginia, Wisconsin and Wyoming, plus 
the District of Columbia and Alaska. Revisions for 
additional states will follow when they have been 
developed and cleared with state authorities. The 
Illinois Insurance Department on February 27 ap- 
proved the increase and the new rates will be ef- 
fective in that state March 17 on new policies and 
May 1 on renewal business. A heavy increase in the 
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relative number of automobile liability claims re- 
ceived and the much greater cost of settling these 
claims are advanced as the principal reasons for 
the new rate adjustments. Property damage rates 
are increased 30 per cent for private passenger 
cars and 40 per cent for commercial vehicles under 
the new filings. The bodily injury rate changes 
produce a rate level 10 per cent above the pre-war 
level, with some minor variations by state in the 
case of private passenger cars. 


96, CENTURY OLD MUTUAL DISSOLVING. W. Y. Warren, 
president of the 108 year old Kentucky and Louis- 
ville Mutual Insurance Company, announced Febru- 
ary 25, that the carrier is being dissolved. He 
said all the companies fire insurance policies are 
being cancelled and reinsured in the Indiana Lum- 
bermens Mutual Insurance Company, Indianapolis. 


97, JANUARY TRAFFIC DEATHS. Traffic deaths in the 
United States during January, 1947, were 2,370, a 
decrease of 18% from January, 1946, according to 
the National Safety Council. On the basis of Jan- 
uary fatalities, the Council predicted the nation's 
traffic toll for 1947 would total 31,000 as com- 
pared with 33,500 for 1946. 


98, FORBES REAPPOINTED. Governor Kim Sigler of 
Michigan has reappointed David A. Forbes as Insur- 
ance Commissioner of the state. This makes the 
third term in office for Commissioner Forbes who 
was originally appointed by Governor Harry F. Kelly 
early in 1943. 


99, ALLEN JOINS KEMPER GROUP. George E. Allen, un- 
til recently director of the Reconstruction Fi- 
nance Corporation, has become associated with the 
Kemper group of inSurance companies. His office 
will be at 342 Madison Avenue, New York City. 
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THE PROS AND CONS OF 
REPLACEMENT, INSURANCE 


By Paul H. Williams 


F aratetge actually it was born 
a decade or two previously, re- 
placement cost insurance may come to 
be regarded in future years as the 
great insurance problem child of the 
1940's. Certainly few insurance in- 
novations today can rival it for in- 
terest, or for the variety of opinions 
it has attracted—ranging all the way 
from statements that it is a turning 
point in property insurance, ‘through 
the declaration that it is a travesty 
on sound underwriting principles, to 
the belief that it is a cordial invitation 
to arson. At least it never will be 
called a form of insurance that is 
being ignored in these years. 


The coverage is known by a variety 
of names, depending principally upon 
who offers it. Probably the oldest 
name is depreciation insurance. The 
Associated Factory Mutual Fire In- 
surance companies call it “repair or 
replace” cover. Where it has been 
written by other carriers and put into 
fire insurance rule books, the term 
“replacement cost insurance” seems 
the most commonly used. Although 
there are important differences in the 
way it has been written by various 
underwriting organizations it adds 
up, regardless of the name used, to 
fundamentally the same thing. 


In its essence replacement cost in- 
surance means that the insurance 
company will settle a loss by paying 
for the full cost of repairing or re- 
placing the insured property — re- 
gardless of depreciation. That this 
sort of protection, whatever one may 


think of it, is nothing less than a 
revolution from established practices 
of fire and other property insurance 
is obvious to anyone who has made 
even a limited study of insurance. 


The time-honored custom of the 
property insurance business is that 
losses shall be settled upon the basis 
of the “actual cash value” of the 
destroyed or damaged property. 
While this term has inspired more 
court decisions than could be listed 
in an entire issue of this publication, 
the term generally has been taken to 
mean replacement cost as of the date 
of loss less depreciation. The question 
which has been raised in connection 
with replacement cost insurance 1s 
that, since a fire insurance policy may 
be regarded as a contract of indem- 
nity, there may be doubt whether a 
policyholder is indemnified — fully 
when paid “actual cash value’. 


The two early New York Standard 
fire insurance policies specifically 
stated that due allowance for de- 
preciation should be made in settling 
losses; the same was true of most 
statutory fire insurance policies, as 
well as of other property damage in- 
surance policies modeled upon the 
standard fire contracts. The latest 
New York Standard fire insurance 
policy—which went into use in New 
York in 1943, and now is used in 
forty-two states—does not mention 
depreciation specifically. This caused 
some comment at first, but the general 
opinion is that the writers believed 
it was not necessary—that the re- 


striction of recovery to “actual cash 
value”, plus the accumulation of court 
decisions over a period of years, 
would mean the same thing. Cer- 
tainly the fire insurance companies 
are showing no disposition to depart 
from this stand in settling losses un- 
der the new policy, and so far the 
matter does not appear to have been 
tested in the courts. 


As everyone knows, determining 
the amount of a loss settlement under 
the old accepted practice never has 
been easy. Total losses have been 
bad enough, but in many cases partial 
losses have been worse. [ven where 
there has been complete good faith 
on both sides—and possibly that has 
not always been the case—determin- 
ing depreciation has been difficult. 


In the first place many insureds 
have not understood that the value 
involved always is that of the time of 
the loss. This may have little or no 
relation to the original cost of the 
property whether, in the case of a 
building, the insured built it himself 
or purchased it some years after it 
had been built. With prices fluctuat- 
ing as they have been doing, the cost 
of reproducing property might be 
greater or less than the original cost 
new. In recent years, of course, cost 
usually has been higher. 


Having determined the cost of re- 
placement, the next step is to deter- 
mine depreciation. Usually this is 
even more difficult. The classic argu- 
ment for deducting depreciation is 
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that it is not right to give an insured 
new property for old—and not de- 
ducting depreciation would do exactly 
this. 


The next step of the argument is 
that any insured who could get an in- 
surance company to pay the full cost 
of replacing used property—especially 
buildings or heavy “capital” equip- 
ment—with brand new property of 
the same type, would be under strong 
temptation to start or encourage an- 
other fire. In every period of depres- 
sion and to some extent even in other 
stages of the business cycle every in- 
surance man hears a good deal about 
people “selling out to the insurance 
company’ when pressed for cash. To 
add another incentive—the possibility 
of “exchanging” old property for new 
—would, the argument concludes, 
make the probability of arson greater, 
would be against public policy, and 
would be an injustice to the honest in- 
sureds whose premiums would have 
to help pay such losses. 


This argument probably never 
would satisfy everyone, but at least 
some dissatisfaction could have been 
avoided if there were such a thing as 
a hard and fast standard of deprecia- 
tion. Actually there is no such thing. 
Appraisers and other experts set up 
suggested standards for depreciation, 
especially for buildings and heavy 
equipment, and these standards usual- 
ly represent an equitable average. In- 
dividual cases vary widely, however, 
especially as to condition, maintenance 
and the like. Then there are such 
intangible factors as improving or de- 
teriorating neighborhoods, obsoles- 
cence, etc., all of which have caused 
lengthy books to be written, and many 
cases to drag on through courts of last 
resort. But they all point to the same 
conclusion—that determining depreci- 
ation in any individual case is a tough 
proposition, and often can be only a 
compromise. 


Partial losses are even worse. Most 
adjusters recognize that certain losses 
require repairs which will put proper- 
ty back in the same shape as it was 
before the fire and that, if there is no 
enhancement in value, no depreciation 
should be deducted. To take a simple 
example, repairing windows broken 
by a small fire will suffice. 


Other partial losses will necessitate 
more extensive repairs and replace- 
ment of portions of the property with 
new materials. If, as adjusters put 
it, the repair work enhances the value 
of the property, the insured, under the 
classic theory of property insurance, 
should stand the depreciation—in 
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other words, the difference between 
the value before the fire and the value 
atter the repairs have been made. A 
simple example in this class is the 
root of a dwelling. Most roofs have 
a reasonably accepted useful life and 
are expected to be replaced after that 
time. Lf a roof is destroyed by fire, 
its “life expectancy” usually can be 
determined and depreciation applied 
accordingly. 


But most partial losses fall some- 
where in between these simple classes, 
and the result is trouble and dissatis- 
taction. “Enhancement of value” is 
easy to say, but in most cases it is ex- 
tremely hard to prove. And, even if 
experts will agree upon a reasonable 
depreciation, that does not convince 
the insured, who maintains that there 
was nothing the matter with his old 
property, that it is not worth a dime 
more to him after repair than it was 
be1ore, and that he still thinks the in- 
surance company should do what he 
paid it to do—pay his loss and put 
nim back where he was before, with- 
out demanding that he contribute. 


Bad enough as partial losses are 
under any circumstances, they become 
still worse when there are coinsurance 
or contribution clauses. Even before 
values began to rise sharply old build- 
ings frequently were underinsured. 
This was based largely upon general 
impressions of the market values of 
such structures, and perhaps some- 
times upon the amount of deprecia- 
tion allowed for tax purposes. In 
either case the replacement cost of 
such property, less a reasonable allow- 
ance for actual physical depreciation, 
often amounted to much more than 
the value arrived at by other methods. 
Consequently the amount of insur- 
ance carried was not enough to meet 
the requirements of the coinsurance 
clause. Every adjuster knows that 
partial losses under such circum- 
stances are poisonous—particularly 
when the building still is serving a 
useful purpose and the loss, while not 
great in extent, puts the building out 
of commission and requires extensive 
repairs. 


It is not too extreme—as any ad- 
juster will confirm—to cite an ex- 
ample of an old building in good re- 
pair insured for perhaps $100,000 on 
the basis of pre-war real estate sales, 
but actually having a replacement cost 
of $300,000 and an “actual cash 
value” or “sound insurable value” 
(depreciation deducted) of about 
$200,000. A fire confined to the in- 
terior of the building—causing dam- 
age primarily to floors, stairs, parti- 
tions, etc.—could easily run up a re- 


pair bill of say $50,000, although ac- 
tually damaging the building only to a 
relatively small percentage of its 
value. 


Under such conditions, even with- 
out coinsurance, no adjuster willing- 
ly will approve payment of 50% of 
the insurance on a loss which cannot 
be more than 25% of the value and 
which, in extreme cases, may be as 
little as 10% of the value. He will in- 
sist that the new stairs, floors and 
the like enhance the value of the 
building, and hence that the insured 
should stand a heavy depreciation. 
Then, since the insured obviously is 
a coinsurer, he will demand a further 
reduction in the payment. If we as- 
sume 80% coinsurance in this case, 
the recovery will be only 5 of the 
depreciated loss. 


Naturally the insured is not pleased 
under such circumstances. Even if 
the adjuster can establish his position 
by unimpeachable expert authority 
(and adjusters seldom are far off in 
these positions) the insured—the cus- 
tomer of the insurance business—is 
dissatisfied. His complaints may be 
summarized as follows: 


1. The building may have been old, 
but it was perfectly good to him be- 
fore the fire. 


2. Regardless of what experts may 
say about the new or repaired floors 
and stairs, as far as he is concerned, 
the building is not worth any more to 
him. Rightly or wrongly, he prob- 
ably will claim that there would have 
been no need within the foreseeable 
future to replace those items. Hence 
he is no better off with the repairs, 
nor should he sell his building could 
he get a cent more for it than he could 
have gotten before the fire. 


3. As far as coinsurance is con- 
cerned, how could he comply with this 
requirement when no one knows ex- 
actly how much the building is worth? 
Maybe similar properties were selling 
for less than the “sound insurable 
value,” but how is he going to deter- 
mine just what is a proper deprecia- 
tion for a building like that ? 


4. Finally, even if he had been as 
careful as possible and had carried 
insurance equal to 80% of the re- 
placement cost less depreciation—us- 
ing the adjuster’s own figures—does 
he think for one minute the insurance 
companies would have paid that sum 
—considerably above the current real 
estate selling price—if he had had a 
total loss? Don’t try to kid him; he 
knows of a few cases like that. 





Regardless of who is right and who 
is wrong experienced insurance men,} 
both adjusters and salesmen, know; 
that cases like this happen far too 
often, and that they do the insurance 
business little good. 

Some insurance consultants take the 
position that coinsurance never shouid 
be used in a case like this; some pro- 
fessional insurance buyers will not 
accept a coinsurance clause when in- 
suring buildings over a certain age, 
such as ten or fifteen years. But, fun- 
damentally, coinsurance is not the 
root of the trouble. The real rub in 
these cases is decermining depreci- 
ation. In the imaginary case cited 
here coinsurance aggravated the diffi- 
culty. But only a hopeless Poilyanna 
would believe that this imaginary in- 
sured—and his counterparts in real 
life—would have been happy if there 
had been no coinsurance clause, or if 
it had been complied with fully. The 
argument over depreciation still would 
have existed, and removing coinsur- 
ance would not have eliminated that. 

In this case under-insurance was at 
least a heavy contributor to the 
trouble. In total losses, where a heavy 
depreciation is involved, over-insur- 
ance has caused just as much trouble. 
Insurance men know that one of the 
results of such cases has been valued 
policy laws—laws requiring the insur- 
ance company to pay the full face 
amount of the policy in case of a total 
loss. Such laws usually apply to build- 
ings only. . 

But valued policy laws do not end 
or remove the arguments in case of 
partial losses like the one assumed 
here. And, under present conditions 
of fire protection, partial losses are 
much more prevalent than total ones. 


O a great extent depreciation or 

replacement cost insurance is an 
attempt to meet the demand of the 
public for protection which will elim- 
inate cases such as the one cited. It is 
based upon the assumption that, at 
least for selected insureds, the old 
prejudice against replacing old prop- 
erty with new can be discarded, and 
that the public will pay the cost of an 
additional amount of insurance in con- 
sideration of eliminating the deprecia- 
tion factor. 

The first depreciation insurance 
policies—usually under that name— 
apparently were written about fifteen 
years ago on about the same “under 
the counter” basis as prevailed in the 
nylon hose market recently. The un- 
derstanding is a few independent car- 
riers wrote it secretly for very desir- 
able accounts. 
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A total fire loss is a rarity in a large industrial plant 


In almost every case these first de- 
preciation policies were separate and 
distinct from the regular fire insur- 
ance on the building. They agreed to 
pay the difference between the re- 
placement cost new of the building in 
question and the ‘actual cash value.” 
In other words they were for the de- 
preciation which would be deducted 
by the regular fire insurance compan- 
ies in case of loss. Probably the first 
ones were paid in case of total loss 
only, but before long other contracts 
were written paying the “deprecia- 
tion” in case of partial loss. 

Almost without exception these 
early depreciation policies called for 
insurance for the full replacement 
cost of the building, between the two 
sets of policies. That is, by warranty 
or otherwise, they required insurance 
to the full depreciated value in the 
companies writing the regular fire in- 
surance and, in their own contracts, 
insurance to the full amount of de- 
preciation. There were any number 
of safeguards seeking to make certain 
that the insured actually would re- 
build his building, and not simply take 
an additional recovery out of the fire. 
A common safeguard was a provision 
that recovery would be paid in install- 
ments as the building was rebuilt. 


The first public recognition of de- 
preciation insurance came in the late 
1930’s, when the insurance depart- 
ments of Washington and Oregon 
authorized this coverage, and it was 


mentioned in the rule books of these 
states. New York later followed suit. 
The coverage became more talked of 
and was written to some extent— 
often under producer pressure—by 
many fire insurance companies. 


At about the same time the cover- 
age began to be written as part of the 
regular fire insurance. Instead of 
writing a separate amount of insur- 
ance on the difference between the re- 
placement cost and the “sound insur- 
able value,” carriers experimented 
with simply increasing the amount of 
fire insurance to equal the replacement 
cost, and with providing that depre- 
ciation should be eliminated in deter- 
mining losses. When written in this 
manner the term replacement cost in- 
surance became more common. 

* 

A few years ago the coverage 
gained wide publicity when the Asso- 
ciated Factory Mutuals offered it to 
their policyholders. This group used 
the term “repair or replace” insurance 
and wrote it on the basis of one con- 
tract, with the depreciation factor 
eliminated. An insured who bought 
repair or replace insurance was re- 
quired to assume a 100% coinsurance 
clause, based on the reproduction cost 
of a new building of similar construc- 
tion. The rate was and is the same 
as that applying to the property for 
regular fire insurance. Since the usual 
policies of the Associated Factory 
Mutuals do not contain a coinsurance 
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clause, writing repair or replace insur- 
ance meant that most insureds who 
purchased it would buy a large addi- 
tional amount of insurance, and would 
pay a correspondingly increased pre- 
mium. 


This move, which apparently was 
well received by insureds of the Asso- 
ciated Factory Mutuals, naturally 
caused pressure on other carriers for 
similar coverage. In a number of 
states the rule books were revised to 
permit this insurance, usually also by 
endorsing the fire insurance policy to 
eliminate the restriction of recovery 
to actual cash value. This coverage 
is known variously in the rule books 
as depreciation insurance and replace- 
ment cost insurance. Because of the 
method prescribed, the latter term 
probably is more nearly accurate. 


Questions of the legality of replace- 
ment cost insurance have arisen in 
some states. Some insurance super- 
vising officials have ruled against it, 
mainly because of provisions in insur- 
ance laws restricting recovery to 
“actual cash value” or some similar 
term. It also has been argued that a 
replacement cost endorsement is in 
violation of standard policy laws. 
Probably none of these adverse rul- 
ings is absolutely final—that is they 
might be rescinded or over-ruled in a 
court contest, and certainly they could 
be changed by subsequent legislation. 


Some insurance supervising officials 
have ruled in favor of the coverage, 
even though the fire insurance poli- 
cies in use in such states may be ex- 
actly the same policies in use in states 
where rulings have been adverse. In 
the majority of states there have been 
no rulings by Insurance Commission- 
ers, and no mention of replacement 
cost insurance in rule books. In these 
states replacement cost insurance 
technically is termed a “no control” 
coverage as far as the rating bureaus 
are concerned ; member companies are 
free to write it or refuse to write it 
as each thinks best. 


While 


panies 


many fire insurance com- 
have opposed incorporating 
rules for replacement cost insurance 
in the rule books of supervising or- 
ganizations, and the publishing of 
standard forms, this does not mean 
that all company officials who take 
this position necessarily are opposed 
to the coverage. In every period of 
experiment with a new form of insur- 
ance, particularly one which departs 
sharply from established practices, 
there always is a division between in- 
surance men who are in the middle 
ground—not blindly opposed, but not 
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willing either at the moment to en- 
dorse it without qualification. 


One school of thought among those 
in the middle ground has no objec- 
tion to underwriters’ experimenting 
with a new coverage, as long as they 
do it in a way which will not impair 
the solvency of insurance companies 
and injure the standing of the entire 
insurance business. But they are op- 
posed to standardizing, and publica- 
tion of forms and rules, until the cov- 
erage has passed beyond the experi- 
mental stage. Their primary reason 
for this is that standardization and 
publication forces insurance compan- 
ies doing a large diversified business 
to write this coverage when their pro- 
ducing forces request it, with the al- 
ternative of losing desirable lines. 


The other point of view, represent- 
ed by equally solid “middle of the 
road” executives, is that the more 
quickly new coverages are standard- 
ized and regulated the better. They 
argue that otherwise most of the busi- 
ness will be written by “unorthodox” 
sources, which are likely to retain the 
business permanently if it turns out 
to be desirable. They maintain that 
adoption of standard forms, rules and 
rates, will not hamper the experimen 
tal stage-—as these always can be 
changed—but does give the new cov- 
erage more stability, and serves as a 
brake on recklessness. 


Probably this division of opinion, 
rather than an overwhelming blind 
Opposition, accounts for much of the 
current debate in many states as to 
whether replacement cost insurance 
should be recognized officially. 


' 
RECISELY how much replace- 
ment cost insurance has been writ- 

ten is not known; probably it never 
will be known unless state insurance 
laws are amended to require more de- 
tailed reporting of business. In most 
states premiums and losses for this 
coverage are reported as part of an 
insurance company’s fire insurance 
business, so there is no exact way of 
answering the question. Like most 
new coverages it probably is safe to 
guess that less has been written than 
has been talked about, but there is no 
doubt that a material amount has been 
written under one form or another. 
Increased values of the past few years 
have increased fire insurance premi- 
ums so much that guesses from the in- 
crease of any particular insurance 
company or group of carriers would 
not mean anything. 


Not even the most optimistic writ- 
er of replacement cost insurance 
doubts that there is a possibility of 
moral hazard in a form of protection 
which permits an insured to.get a new 
building for an old one, or to get ex- 
tensive repairs made without bearing 
the part of the cost which represents 
enhancement of his values. Every 
form written contains some safe- 
guards designed to protect the car- 
rier against the insured’s making a 
“cash profit” out of a fire. 


Coinsurance is almost universal 
under these forms and 100% coinsur- 
ance usually is required. Where a 
replacement cost endorsement is add- 
ed to the fire insurance policy, this 
means carrying insurance equal to 
100% of the replacement cost of the 
building new. As has been noted, this 
often means a very material increase 
in the amount of insurance, and con- 
sequently in the amount of the premi- 
um. If a separate amount of depre- 
ciation insurance is written the coin- 
surance requirement usually is 100% 
of the depreciation—the difterence be- 
tween the replacement cost new and 
the ‘actual cash value.” 


Naturally it is easier and more 
practical for the average person to 
determine the replacement cost of his 
building than to determine first the 
replacement cost and then the amount 
of depreciation. For this reason many 
insureds having professional insur- 
ance buyers prefer the single or com- 
bined coverage method, and many in- 
surance underwriters think it is by 
far the more practical method. 


A few states now permit 80% co- 
insurance on replacement cost insur- 
ance. There would seem to be some 
question, in such cases, as to whether 
the purpose of replacement cost insur- 
ance is being carried out if the assured 
is permitted to carry less insurance 
than would be required to pay for the 
replacement, since any amount of in- 
surance less than the full cost of re- 
placing the destroyed property would 
not seem to reimburse the policyhold- 
er fully. 


More important safeguards are 
those seeking to make certain that the 
insured actually will rebuild his 
property in case of a total or nearly 
total loss. The Associated Factory 
Mutuals, and other groups writing 
about the same classes of insureds, 
usually provide that the proceeds of 
insurance must be spent in rebuilding 
the property on the same or another 
site, or in buying similar property. 
Usually there is a time limit, such as 
one year, within which the rebuilding 





or acquisition must be started. If the 
insured does not do this, the policy 
usually states that the replacement 
feature is null and void, and that the 
loss shall be adjusted upon the time- 
honored basis of replacement cost less 
depreciation. 


Most forms published in rule books, 
and most independent carriers writing 
other classes of business, go a step 
further and require that the building 
must be replaced upon the same site 
as the old one. 


While this seems like a sharp dif- 
ference in underwriting safeguards, 
the real difference probably lies in the 
class of business written rather than 
in any fundamental difference in un- 
derwriting viewpoint. Certainly it can 
be argued that it is not likely to make 
much difference in moral hazard 
where a sprinklered factory is rebuilt 
—plus the fact that factories of this 
type seldom have total losses, so that 
a firm moving its factory after a fire 
certainly would be standing much of 
the cost itself. 


On the other hand stores, small un- 
sprinklered factories, and dwellings 
are much more likely to have total 
losses, and a change in location might 
be all-important to an insured of that 
type. It is argued, therefore, that in- 
sisting that such a building must be 
rebuilt on the same site is a reason- 
able precaution against moral hazard, 
while probably it is unnecessary in 
the case of a large sprinklered factory. 
Certainly the possibility of exceptions 
to this rule exists, but it seems to 
make sense on its face. 


Moral hazard is a factor that must 
be considered by any careful fire in- 
surance underwriter, whether he is 
insuring on the “actual cash value” 
basis or on replacement cost basis; 
there are undoubtedly many assureds 
that a careful underwriter will try to 
avoid. The problerm would seem little 
different with replacement cost insur- 
ance, although much is made of the 
point that replacement cost insurance 
might introduce a serious moral haz- 
ard. Carelessness in this respect soon 
catches up with any underwriter, no 
matter what type of coverage is in- 
volved. So-called “selling price claus- 
es” have been used for many years 
without much complaint that moral 
hazard is introduced, yet the oppor- 
tunity for moral hazard to get in its 
work in adjustment of losses of goods 
at selling prices would seem greater 
than where buildings and machinery 
actually must be replaced before the 
assured can collect more than actual 
cash value. 
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In some states replacement cost in- 
surance may be written on buildings 
only, while in others it also may be 
written on machinery and equipment. 
No rule books permit it on contents, 
and it is doubtful if many or any spe- 
cial policies have been written on such 
property. Coverages like profits in- 
surance and market value clauses 
should take care of most insurance 
needs along these lines. 


HE future of replacement cost 
insurance is anyone’s guess. The 
arguments on both sides are obvious. 


The “anti” school of thought is that 
it is contrary to all accepted principles 
of insurance (which seems true), that 
it encourages moral hazard, that it is 
against public policy, and that it will 
bring insurance companies to grief 
in the next falling market. It is ar- 
gued that there is no real need for it, 
since any business firm should set up 
a reserve for depreciation, and thus 
should have the funds on hand to pay 
the difference between the replace- 
ment cost of a building and the 
amount recovered under ordinary fire 
insurance if a total or nearly total loss 
occurs. 


Those in favor of replacement cost 
insurance answer the last argument 
by dividing it into two parts. First, 
they say, the householder or small 
business does not have a depreciation 
reserve, regardless of what books on 
accounting say he should have. His 
old building is serving him well, and 
having to rebuild will be a hardship 
at best and impossible in many cases. 
The big corporation, on the other 
hand, has a depreciation reserve, but 
it is not likely to have a total loss. It 
is interested in partial losses, and 
often cannot take money out of de- 
preciation reserves to contribute to re- 
pair jobs without breaking up the 
whole reserve setup. These firms, it 
is argued, are not affected in their 
building plans at all by partial losses. 
They want insurance which will pay 
the full cost of repairs, and are will- 
ing to pay for it. 


One point in connection with de- 
preciation reserves often has been 
overlooked. That is that even though 
a property owner, manufacturer or 
mercantile, shows on his books a 
proper depreciation reserve, in a great 
many cases that depreciation reserve 
actually is represented by increased 
investment in his plant. No separate 
depreciation reserve fund is main- 
tained from which money could be ob- 
tained in event of need. Depreciation 
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reserves that are not separately main- 
tained in funds outside of the business 
thus are exposed to the same peril as 
the rest of the manufacturing or mer- 
cantile property. In the event of total 
destruction of the property by fire, 
the depreciation reserves go with the 
rest. That depreciation reserves often 
are not separately maintained funds 
is regarded by those familiar with the 
field as one of the principal reasons 
for the demand for replacement in- 
surance. 


With reference to very high-grade 
factories it is claimed that very little 
depreciation, in fact, can be deducted 
from their partial losses, especially if 
a sharp insurance buyer is on hand 
when the adjuster arrives. The prac- 
tical argument is offered, for risks of 
this type, that insurance companies 
will not have to pay out much more 
in partial losses than they would have 
to pay otherwise, and they might as 
well get the additional premium which 
the buyer is willing to pay for the very 
exceptional total loss. Although this 
argument cannot be proved, it is in- 
teresting. 


On the underwriting, moral hazard, 
and “public policy” arguments, the 
contrary is mainly that insurance 
companies will have to pick their risks 
carefully. Advocates of replacement 
cost insurance say that this is a nor- 
mal job of insurance companies, and 
a coverage which will benefit the pub- 
lic should not be damned simply be- 
cause care must be taken to keep chis- 
elers out. 


It also is argued that replacement 
cost insurance will give the public 
what it has wanted for years and is 
willing to pay for—freedom from the 
old, troublesome arguments about de- 
preciation. With the beating that in- 
surance companies have taken in pub- 
lic relations over a period of years 
because of these arguments—witness 
valued policy laws—some insurance 
men argue that they should be willing 
to try new approaches which give 
some promise of improving relations 
with the public. 


In all probability no one will know 
the real desirability of replacement 
cost insurance until a depression oc- 
curs with a considerable amount of 
replacement cost insurance in force. 
Perhaps the fire insurance business 
then will learn expensively that re- 
placement cost insurance is a mistake. 
Perhaps it will be convinced, on the 
other hand, that replacement cost in- 
surance is feasible. Until then it seems 
likely that the argument will continue, 
with neither side convincing the other. 
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RECORD OF 


Hi number of United 

fire insurance companies, 
ualty insurance companies, and in- 
surers writing health and accident in- 
surance stood at 3,495 as of March 1, 
1947, the latest survey of insurance 
company changes and _ retirements 
conducted by the American Mutual 
Alliance indicates. 


States 


Cas- 


Changes and retirements during 
1946 are listed by classes on these 
pages. Developments of this nature 
in 1947 to date have been few. 
They include: 

Farmers Cooperative Insurance 
Co., Houston, Texas (stock fire) 
changed name Jan., 1947, to Rural 
Fire Insurance Co. 

Butchers Mutual Casualty Co. of 
New York, New York, N. Y. (mutual 
casualty), changed name Jan., 1947, 
to Cosmopolitan Mutual Casualty Co. 
of New York. 

National Farm Mutual Insurance 
Co., Red Wing, Minn. (mutual cas- 
ualty) changed name Jan., 1947, to 
Citizens Fund Casualty Co. 
Mutual 
Madison, 


Insurance 


Wis. 


Bureau 
Wisconsin, 


Farm 
Co. of 


(mutual casualty) changed name Feb. 
1947, to Rural Mutual Casualty Co. 


Fidelity & Guaranty Fire Corp., 
saltimore Md. (stock fire) changed 
name Feb., 1947, to Fidelity & Guar- 
anty Corp., and amended charter to 
permit writing of casualty insurance. 

Kentucky & Louisville Mutual In- 
surance Co., Louisville, Ky. an- 
nounced that it is dissolving volun- 
tarily and policies being reinsured in 
Indiana Lumbermens Mutual Insur- 
ance Co., Indianapolis, Ind. 


Mayflower Mutual Insurance Co., 
Columbus, Ohio (mutual fire) was 
taken over 1947 by Mayflower In- 
surance Co., Columbus, Ohio, a stock 
fire insurance company licensed in 


1943. 


Changes in United States stock fire in- 
surance and casualty insurance companies 


during 1946: 

Broward Surety Co., Fort Lauder- 
dale, Fla. (casualty). Company dis- 
solved in March, 1946. 


Central Insurance Co. of Balti - 
more, Baltimore, Md. (fire). Con- 
solidated with Philadelphia Fire & 
Marine Insurance Co., Philadelphia, 
Pa., Jan., 1946. Both companies are in 
North America group. 

Equity Fire Insurance Co., Kansas 
City, Mo. (fire). In process of volun- 
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CHANGES AND 


tary liquidation. Company had been 
operating on greatly reduced basis in 
recent years. 

First American Fire Insurance Co., 
New York, N. Y. (fire). Merged 
with American Eagle Fire Insurance 
Co., New York, N. Y., Apr., 1946, 
as part of plan to simplify operations 
of America Fore fleet. 

International Travelers Assurance 
Co., Dallas, Tex. (accident & health). 
Reinsured life, accident & health, and 
hospitalization business March, 1946, 
in Republic National Life Insurance 
Co., Dallas, Tex. 


The John Marshall Insurance Co., 
Huntington, W. Va. (accident & 
health). Company dissolved March, 
1946. No business had been written. 


Maryland Insurance Co., New 
York, N. Y. (fire—Delaware cor- 
poration). Merged Apr., 1946, with 
Niagara Fire Insurance Co., New 
York, N. Y., as part of plan to 
simplify operations of America Fore 
fleet. 

National Fire & Marine Insurance 
Co., Elizabeth, N. J. (fire). In proc- 
voluntary dissolution. The 
company had been virtually dormant 
since Apr. 30, 1946, when all out- 
standing insurance liability had been 
reinsured by Industrial Insurance Co. 
of New Jersey, the controlling com- 
pany. 

National Reserve Insurance Co., 
Chicago, Ill. (fire). Merged June, 
1946, into Dubuque Fire & Marine 
Insurance Co., Dubuque, Towa, with 
the latter as the continuing company 
name. 


ess of 


National Security Insurance Co., 
Omaha, Nebr. (fire). Consolidated 
Jan., 1946, with Philadelphia Fire & 
Marine Insurance Co., Philadelphia, 
Pa. Both companies are in North 
America group. 

United Insurance Co., Anniston, 
Ala.(fire). Reinsured 1946 in Pro- 
gressive Fire Insurance Co., Atlanta, 
Ga., and in process of liquidation. 

Western Casualty Co., Chicago, II]. 
(casualty). Liquidated and dissolved 
Apr., 1946. Company had been in- 
active for about two years. 

Changes in names of United States stock 
fire insurance and casualty insurance com- 
panies during 1946: 

Economy Insurance Co., Columbus, 
Ohio, (fire). Changed name 1946 to 
Mayflower Insurance Co. 

Inter-Ocean Casualty Co., Cincin- 
nati, Ohio (accident & health—an 


RETIREMENTS 


Indiana corporation). Changed name 
Dec., 1946, to Inter-Ocean Insurance 
Co., and amended charter to permit 
writing of life insurance. 


Metropolitan Fire Reassurance Co. 
of New York, New York, N. Y. 
(fire). Changed name Feb., 1946, to 
Metropolitan Fire Assurance Co. 

The Morris Plan Insurance Society, 
New York, N. Y. (accident & health). 
Changed name 1946 to Bankers Se- 
curity Life Insurance Society. 

Pan American Surety Co., West 
Palm Beach, Fla. (casualty). Changed 
name 1946 to all America Surety 
Co. 

Changes in United States mutual fire in- 
surance and casualty insurance companies 
during 1946: 

Columbia Mutual Fire Insurance 
Co., Milwaukee, Wis. (fire). Merged 
Nov., 1946, with The Badger Mutual 
Fire Insurance Co., Milwaukee, Wis. 
The companies were under same man- 
agement. 

Columbiana County Mutual Insur- 
ance Co., Lisbon, Ohio (fire). Merged 
Dec., 1946, with Druggists Mutual 
Insurance Co., Mansfield, Ohio. Poli- 


cyholders will have full protection. 


Commercial Bankers Mutual Cas- 
ualty Co., Kansas City, Mo. (casual- 
ty). Ceased operations Sept., 1946. 
Assessment sufficient to meet accrued 
liabilities (limited to one additional 
annual premium) has been ordered. 
Insurance Commissioner appointed 
receiver in 1947, 


Co-Operative Casualty Co., St. 
Louis, Mo. (casualty). Liquidating 
voluntarily. 

Dairyman’s Mutual Insurance Co., 
Janesville, Wis. (fire). Merged Dec., 
1946, with Citizens Mutual Fire In- 
surance Co., Janesville, Wis. Com- 
panies were under same management. 

Delta Mutual Casualty Co., Fort 
Smith, Ark. (accident & health). Dis- 
solved voluntarily 1946. Company 
had written insurance on very small 
scale. 

Dwelling House Mutual Fire In- 
surance Co. of Michigan, Dowagiac, 
Mich. (fire). Liquidated and dissolv- 
ed 1946. 

Fall River Manufacturers Mutual 
Insurance Co., Boston, Mass. (fire). 
Merged Dec., 1946, into Boston Man- 
ufacturers Mutual Fire Insurance Co., 
3oston, Mass. Companies were un- 
der same management. 

Farm & Home Mutual Insurance 
Co., Oklahoma City, Okla. (casualty). 
Liquidated voluntarily Jan., 1946. 





Farmers’ Town Co-operative In- 
surance Co. of the Town of Hyde 
Park, Hyde Park, N. Y. (fire). 
Liquidated voluntarily Feb., 1946. 


Fidelity Protective Mutual Insur- 
ance Co., Denver, Colo. (accident & 
health). Consolidated Feb., 1946, 
with Fidelity National Insurance Co., 
Denver, Colo., a stock life, accident & 
health company licensed in March, 
1946. 


Franklin County Farmers Mutual 
Insurance Co., Franklin, Nebr. (fire). 
Dissolved voluntarily Jan., 1946. 


Great Eastern Mutual Insurance 
Co., Denver, Colo. (accident & 
health). Reinsured Nov., 1946, in 
Great Eastern Mutual Life Insurance 
Co., Denver, Colo., a stock life, acci- 
dent & health company licensed in 
Aug., 1946. 


Halifax Mutual Fire Insurance 
Co., Halifax, Pa. (fire). Merged 
Nov., 1946, into The Lawn Mutual 
Fire Insurance Co., Palmyra, Pa. 


Home State Windstorm Insurance 
Co., Lincoln, Nebr. (fire). Dissolved 
voluntarily Mar., 1946. Company had 


been inactive for some time. 


Hope Mutual Fire Insurance Co. 
of West Chester, Pa., Harrisburg, 
Pa. (fire) amended charter Oct., 
1946, and changed name to Para- 
mount Mutual Insurance Co., Phila- 
delphia, Pa. 

Jerome County Mutual Fire Insur- 
ance Co., Jerome, Idahd (fire). Lia- 
bility assumed 1946 by Snake River 
Mutual Fire Insurance Co., Idaho 
Falls, Idaho. 


Michigan Mutual Fire Insurance 
Co. for the State of Michigan, Do- 
wagiac, Mich. (fire). Liquidated and 
dissolved 1946. 


Mutual Casualty Insurance Co., 
New York, N. Y. (casualty). Merged 
Sept., 1946, with Empire Mutual 
Casualty Co., New York, N. Y. 


Northern Mutual Casualty Co., 
Chicago, Ill. (accident & health). 
Merged July, 1946, with Bankers Life 
& Casualty Co., Chicago, II. 


Reserve Mutual Casualty Co., Chi- 
cago, Ill. (accident & health). Merged 
June, 1946, into the Reserve Insur- 
ance Co., a stock casualty company li- 
censed Jan., 1946. 


Security Casualty Co., St. Paul, 
Minn. (casualty). Liquidation order- 
ed May, 1946, by Minnesota Insur- 
ance Department. All policies can- 
celled some time prior to liquidation 
proceedings. 


Worcester Manufacturers Mutual 
Insurance Co., Boston, Mass. (fire). 
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Merged Dec., 1946, into Boston Man- 
ufacturers Mutual Fire Insurance 
Co., Boston, Mass. Companies were 
under same management. 


Changes in names of United States mutu- 
al fire insurance and casualty insurance 
companies during 1946: 

Farmers Mutual Fire Insurance 
Co. of Monroe County, Palmerton, 
Pa. (fire). Changed name Feb., 1946, 
to Monroe Mutual Insurance Co., and 
broadened charter to include all fire 
and allied lines. 

Farmers Mutual Reinsurance Co., 
Chicago, Ill. (fire). Changed name 
Feb., 1946, to Country Mutual Fire 
Co; 

Farmers Union Mutual Auto In- 
surance Co., Des Moines, Iowa (cas- 
ualty). Changed name 1946 to Farm- 
ers Casualty Co. (Mutual). 

Illinois Agricultural Mutual Insur- 
ance Co., Chicago, Ill. (casualty). 
Changed name Feb., 1946, to Country 
Mutual Casualty Co. 


Kosciuszko Mutual Cyclone, Wind- 
storm & Tornado Insurance Co. of 
the State of Michigan, Auburn, Mich. 
(fire). Changed name 1946 to Kos- 
ciuszko Mutual Cyclone, Windstorm 
& Tornado Insurance Co. of Michi- 
gan. 


Merchants Casualty Co., Lincoln, 
Nebr. (casualty). Changed name 
Feb., 1946, to Lincoln Bonding & 
Insurance Co. 


Michigan Shoe Dealers Mutual 
Fire Insurance Co., Lansing, Mich. 
(fire). Changed name Jan., 1946, to 
Michigan Retailers Mutual Insurance 
Co. 

Midland Mutual Fire Insurance, 
Inc., St. Paul, Minn. (fire). Changed 
name June, 1946, to Consumers Mu- 
tual Insurance Co. 
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Northern Mutual Bonding Insur- 
ance Co., Des Moines, Iowa (casual- 
ty). Bond business reinsured in 
Merchants Mutual Bonding Co., Des 
Moines, Iowa, and company will enter 
full coverage auto field. 

The Patrons Fire, Tornado & Hail 
Association, Olathe, Kansas, (fire). 
Changed name 1946 to The Patrons 
Mutual Insurance Association. 


Pioneer County Mutual Fire Insur- 
ance Co., Austin, Tex. (fire). Chang- 
ed name May, 1946, to City & County 
Mutual Fire Insurance Co. 

Retail Druggists Mutual Fire In- 
surance Co., Cincinnati, Ohio (fire). 
Changed name Feb. 1946, to Drug- 
gists Mutual Insurance Co. Changed 
address to: Mansfield, Ohio, May 1, 
1946. 


Wisconsin Brotherhood of Thresh- 
ermen Insurance Co., Ltd. Mutual, 
Fond du Lac, Wis. (casualty). 
Changed name Jan., 1946, to Thresh- 
ermen’s Mutual Insurance Co. 


Wisconsin Tornado Mutual Insur- 
ance Co., Milton Junction, Wis. 
(fire). Changed name Nov., 1946, to 
Wisconsin Mutual Insurance Co., 
and changed address to Madison, 
Wis. 

Wolverine Mutual Motor Insur- 
ance Co., Dowagiac, Mich. (casualty ). 
Changed name 1946 to Wolverine 
Mutual Insurance Co. 


Changes in names of United States reci- 
procals during 1946: 

Aeronautic & Automotive Inter- 
Insurance Exchange, Kankakee, Ill. 
(casualty). Changed name Jan., 1946, 
to Aer-Auto Inter-Insurance Ex- 
change. 


Changes in United States Lloyds during 
1946: . 


None. 





Stock Fire Insurance Companies 
Stock Casualty Insurance Companies 


Total Stock Insurance Companies 
Mutual Fire Insurance Companies 


Mutual Casualty Insurance Companies: 


Total Mutual Insurance Companies 





Active United States Insurance Organizations 
March 1, 1947 


Stock Accident & Health Insurance Companies 


Mutual Accident & Health Insurance Companies Reuiekr is 


Total Reciprocal Insurance Organizations 
Total American Lloyds Insurance Organizations. . 23 
Total Active United States Fire and Casualty Insurers. 


One Hawaiian stock fire insurance company, 53 alien stock fire insurance companies, 
and 12 alien stock casualty insurance companies operate in the United States. 


303 
205 
237 


... 2,384 
eae  tasian athawele Oe 


64 


3,495 
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HE battle of the bills is on. The 

history of the last war, and for 
that matter of every war, demon- 
strates that the nation which wins 
some of the battles, or even most of 
the battles, does not always win the 
war. So it is with the insurance busi- 
ness. 

The preservation of free enterprise 
in the insurance business represents 
a form of war in which we are all 
soldiers, fighting for a common cause. 
This war has exceeded in length some 
of history’s longest, not excluding the 
famous Thirty Years’ War. Any stu- 
dent of the business can point out the 
different attempts over the years to 
inject the Federal government into 
the regulation of the insurance busi- 
ness—a development which would in- 
evitably carry with it a challenge to 
free enterprise. 

It was to stave off this challenge 
that the All-Industry Committee and 
Commissioners’ Committees toiled for 
months to devise a program that 
would keep regulation of the insur- 
ance business in the states and as a 
consequence, we believe, fortify the 
position of private enterprise in the 
insurance business. 


Whether or not you think the All 
Industry bills were soundly conceiv- 
ed, | think that you and other fair- 
minded people would concede that the 
circumstances under which they were 
formulated was conducive to the de- 
velopment of good legislation. To 
begin with, the work was not hurried ; 
the committees labored over a period 
of approximately twenty months. No 
single group in the industry produced 
out of the hat or at the last minute 
some proposal designed to improve its 
position in the business at the expense 
of others. Each group brought forth 
its proposals and submitted them to 
the entire assemblage. The merits and 
demerits were exhaustively debated. 
Between meetings of the committees, 
their handiwork was studied by the 
principals of the various organizations 
represented. 


But it was not exclusively an in- 
dustry show. The public was repre- 
sented in the persons of the seven 
members of the Committees on Fed- 
eral Legislation and Rates and Rat- 
ing Organizations of the National 
Association of Insurance Commis- 
sioners. The industry representatives 
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THE BATTLE OF THE BILLS 


By Robert E. Dineen 





debated with each other every detail 
of the bills, and the Commissioners’ 
Committees followed the same pro- 
cedure. In addition both committees 
exchanged ideas, information, and 
actively argued in joint sessions the 
wisdom or lack of wisdom of the 
various measures under consideration. 


I have watched with interest the 
assaults on some portions of the bills 
now being conducted by some inter- 
ests in certain sectors. At the outset 
I want to make it plain that I do not 
challenge the right of any citizen or 
company or group of companies to 
expound their views as to what they 
conceive to be an improved approach 
to any portion of the problem. I hope 
the day will never come that any of 
us will want to foreclose debate sim- 
ply because somebody else’s ideas do 
not happen to coincide with our own. 


With this premise I hope that you 
will permit me to scuttle once and 
for all the idea being advanced by 
certain opponents of the bills that 
some particular man or men or group 
“wrote the ticket.” It has been said 
that the bills represent a victory for 
a coterie seeking strict regulation ; 
others have said that the bills were 
a victory for the mutuals; some of 
my friends have asserted that the 
bills represent an attempt by the State 
of New York to impose its regulatory 
philosophy upon the whole country. 
Chis is only a partial list of some of 
the ideas being expressed in the hope 
of frustrating passag¢ of the bills. 


The plain fact is that no group of 
companies or of men dominated the 
committees. The work of the com- 
mittees represented a process of give 
and take, an adjustment of the views 
of one another and, in my opinion, 
represented an outstanding example 
of co-operation between business and 
government in the drafting of pro- 
posed legislation in the public interest. 


With this background I return to 
my original theme. Today, while we 
are at what might be called the 
eleventh hour, certain people in the 
business are going into different states 
seeking to append to the bills new 
provisions, to make changes in exist- 
ing provisions, and, in some instances 
to strike out essential elements of the 
bills. Some of these new develop- 


ments may be sound and desirable, 
and perhaps the day will come when 














they may and should be embodied in 
rating bills all over the country. 
Others are unsound. The difficulty 
lies in the inability at this late date to 
separate the wheat from the chaff. 

In some states special legislative 
committees have been appointed to 
deal with this problem and in the 
course of their work have developed 
a considerable familiarity with it. In 
other states, legislators are and will 
be busy with the normal grist of leg- 
islation, and simply do not have the 
time to study technical problems of 
this nature. Certainly the opportunity 
to subject these proposals to the test 
in a crucible such as that provided by 
the All-Industry Committee and the 
Commissioners Committee is con- 
spicuously lacking. And so I ask if, 
because of lack of time or lack of 
understanding, many of these provi- 
sions become embodied in the law and 
turn out to be unwise or inadequate 
to meet the standards of U. S. Public 
Law 15, will we be in the position 
where legislative battles have been 
won, but the war over Federal regu- 
lation lost ? 


The moral is that the eleventh hour 
proposals cannot, in the very nature 
of things, receive the same unhurried, 
deliberate consideration as those 
which were brought forward earlier, 
and consequently should be subjected 
to the closest scrutiny lest they im- 
peril the success of this great cam- 
paign in which we are all participants. 


[ turn now to an argument which 
is being urged in various parts of 
the country against the passage of 
the All-Industry bills. It is to the 
effect that they will require states 
which pass them to create rating bu- 
reaus, staffed by experts, to review 
the filings submitted by the companies 
and company rating bureaus, and that 
this expense would be prohibitive for 
many states. 

The New York budget is cited as 
a classic example of the expense inci- 
dent to state supervision of rates, and 
in an effort to clinch the point, com- 
parisons have been made with the 
budgets of other states where there 
is little or no rate regulation, Califor- 
nia for instance. In the comparison 
which follows hereafter between the 
California Department and the New 
York Department, there is no dispo- 
sition upon my part to minimize in any 
way the important role which Califor- 





nia plays in the insurance world and 
in the insurance regulatory picture, 
nor to reflect upon the quality of its 
supervision. 


My attention has been called to a 
brochure being circulated in Cali- 
fornia which contrasts the New York 
budget for 1946-47 in the amount of 
$1,506,905 with the California bud- 
get of $382,245. The inference is 
drawn that this disparity in budgets is 
due to the activities of the New York 
State Insurance Department in regu- 
lating rates. 


Never have I seen a comparison so 
unjustified by the facts. The time has 
arrived to end that argument once 
and for all. According to the 1940 
census, California had a population of 
6,907,387 people. New York had a 
population of 13,479,142. In 1940 
the population of New York City 
alone was 7,454,995 people. 


The difference between California 
and New York from the standpoint of 
insurance companies is much greater. 
The last figures for domestic and alien 
companies domiciled in California and 
New York which are available for 
comparative purposes are for the year 
1943. In that year New York had 


472 home companies subject to exam- 
ination by the New York Department, 
whereas California had ninety-four. 


This group of New York companies 
had $18,650,325,337 in assets, where- 
as the California companies had $1,- 
043,861,414. To state it another way, 
the assets of this New York group of 
companies were approximately 
teen times greater than those 
California companies. 


seven- 
»f the 


To avoid duplication of effort, the 
National Association of Insurance 
Commissioners has divided the United 
States into six zones of eight states 
each. Each zone has a chairman, 
elected by its Commissioners. When 
a company comes up for examination 
which is domiciled outside a particular 
zone, but transacts business in those 
states, the chairman usually requests 
one state in the zone to send an exam- 
iner to represent the entire zone in 
the examination of the company in 
question. When a convention exam- 
ination is conducted, the home state 
usually carries the major share of the 
responsibility. For that reason the 
comparison of the number of home 
companies subject to examination, and 
particularly their assets, is a most 
valid one. 


New York, for instance, is the 
home state of the Metropolitan Life, 
the New York Life, the Equitable 
Life and the Mutual Life, four of 
America’s largest life insurance com- 
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panies. It is the home state of many 
of the leading fire and casualty groups 
such as the America Fore Group, the 
Home Group, The Great American 
Group, The Royal-Liverpool Group, 
Corroon and Reynolds and Crum & 
Forster. When New York makes a 
comprehensive examination of the 
Metropolitan Life Insurance Com- 
pany, for instance, other states which 
are represented simply by an exam- 
iner from their zone obtain the bene- 
fit without the expense of the examin- 
ing facilities covered by the New York 
Insurance Department’s budget. True 
it is that the Department is recom- 
pensed for the actual expense of the 
examiners by the companies, but in 
making up the budget and in the fig- 
ures quoted in the California article, 
the gross budget was used as the basis 
of the comparison. 


The disparity in the number of 
companies and aggregate assets, not 
to mention the numerous auxiliary 
organizations which function in con- 
nection therewith, emphasizes the vast 
difference in the number of activities 
and transactions requiring supervision 
which fall ujon the New York De- 
partment as compared with the Cal- 
ifornia Department. If any further 
example of the magnitude of the reg- 
ulatory problems confronting the 
New York Department is necessary, 
it may he g'eaned from a survey con- 
ducted by the Department in 1943. 
At that time New York’s domestic 
end alien companies alone had 90,671 
salaried employees on their payrolls. 
TOWULUSUUAAUHUUUUAU LAVA UU 


Robert E. Dineen is Superintendent of Insur- 
ance of the State of New York, and President 
of the National Association of Insurance Com- 
missioners. The address here printed was given 
recently as a feature of Pittsburgh, Pa., Insur- 
ance day. 


AHO 


March, 1947—27 


They paid over $192,000,000 in wages 
in that year. To complete the pic- 
ture, our licensing bureau estimates 
that for that year it issued 198,000 
producers’ licenses. Furthermore, our 
figures for 1946 show that a total of 
840 licensed companies were transact- 
ing business in New York State un- 
der the jurisdiction of the New York 
Department. When the scope of the 
regulatory activities of the New York 
Department is considered, I think 
that it is most economically operated 
on a gross budget of approximately 
one and a half million dollars. 


\ 4 TE turn now to the expense of 

operating our Rating Bureau. 
In 1945 the Rating Bureau of the 
New York State Insurance Depart- 
ment regulated the rates on every line 
of insurance in our state excepting 
life, annuity and accident and health. 
Our budget for the Rating Bureau for 
the fiscal year from April 1, 1946, to 
March 31, 1947, was $69,315, but due 
to savings from unfilled positions, the 
state actually will spend only $53,144. 
That money is spent to supervise the 
rating activities of 520 companies sub- 
ject to rate regulation, transacting 
over 400 million dollars ($413,546,- 
000 to be exact) worth of rate regu- 
lated business in the state of New 
York. The ratio of Rating Bureau 
expenses to this figure is .000129. To 
state it in another way, the citizens of 
our state paid for their rate super- 
vision about 1/100th of a cent for 
every dollar’s worth of premium. 
This, gentlemen, is the staggering cost 
of rate regulation to which reference 
has so feelingly been made. 


Since comparisons are being made 
in connection with the expense of op- 
erating the New York Insurance De- 
partment, I might refer to a few 
other items. In addition to its regu- 
lar duties of examining rate filings 
submitted to the Department, our 
Rating Bureau also examines com- 
pany rating bureaus which make the 
filings. They examine rating bureaus 
filing fire insurance, workmen’s com- 
pensation, automobile and fidelity and 
surety rates, to mention a tew. 


To he specific, they examine the 
National Bureau of Casualty and 
Surety Underwriters, the Mutual 
Casualty Insurance Rating Bureau, 
The Towner Rating Bureau, The Na- 
tional Automobile Underwriters As- 
sociation. They examine the Factory 
Insurance Association, the Railroad 
Insurance Association, The Oil In- 
surance Association. They examine 
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policy making organizations like the 
Association of Casualty and Surety 
Executives, The National Board of 
Fire Underwriters and recently have 
added to their list the Insurance Ex- 
ecutives Association and the Eastern 
Underwriters Association. The names 
which I have mentioned are only a 
partial list of those subject to exam- 
ination, but it is indicative of the 
scope of the activities carried on by 
the New York Rating Bureau, work 
which, I may add, redounds to the 
benefit of the whole country and 
which, up to this time, has not to any 
extent been performed by any other 
state. 


The National Association of Insur- 
ance Commissioners recently has come 
to grips with this problem and has set 
up machinery for the examination on 
a convention basis of pools and syn- 
dicates. Furthermore, it has a special 
committee now considering the intro- 
duction of the convention method for 
the examination of rating bureaus op- 
erating on a national scope. In many 
lines of insurance protection can be 
secured only through pools or syndi- 
cates, and to meet the impact of the 
Sherman Act, states in which these 
pools operate will have to examine 
their activities either individually or 
through some vehicle such as the con- 
vention system. 


If we compare the budget expenses 
of the Rating Bureau of $69,315 with 
the total budget of the Department of 
$1,506,905, we find that only 4% of 
the entire budget is allocated to the 
operation of the Rating Bureau. Fur- 
thermore, there are substantial sav- 
ings on hoth items. The Department 
is reimbursed by all companies, bu- 
reaus, associations and pools for the 
cost of examinations. For instance, 
the refund account on examinations 
for the fiscal year April, 1945, to 
March, 1946, totaled $392,523. 


FE MLLOWING the decision in the 
S.E.U.A. case, thirteen states en- 
acted rating laws which now have 
gone into operation. In this group are 
Alabama, Connecticut, Florida, Kan- 
sas, Kentucky (effective October, 
1947), Louisiana, Maryland, Missis- 
sippi, New Jersey, North Carolina, 
South Dakota, Tennessee and Texas. 
Any person interested in ascertaining 
how much it costs to create and oper- 
ate an adjunct to the Insurance De- 
partment devoted to supervising rates 
may get first hand information by ad- 
dressing the Commissioner in those 
states. 
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Critics of the rating bills persist 
in ignoring the figures of these and 
other states which are regulating 
practically all lines of business other 
than life, annuity and accident and 
health. I happen to have some famil- 
iarity with this situation because a 
number of states which passed rating 
laws sent their technicians around to 
various states which regulated rates, 
including New York, for the purpose 
of familiarizing themselves with the 
various procedures employed. I know 
of no state which recently has enacted 
rating laws, and in that category I in- 
clude populous states like New Jersey 
(pop. in 1940, 4,160,165) and Con- 
necticut (pop. in 1940, 1,709,242), 
with their large insurance regulatory 
responsibilities, which found it neces- 
sary to add as much as $30,000 to its 
budget to do this work, and in many 
states the budgeted amount is half 
that figure or less. 


For those states to whom an ex- 
nense of this moderate amount is pro- 
hibitive, it already has been suggested 
that there is no practical reason why 
states in the same area could not pool 
their resources by contributing to the 
maintenance of a joint rating bureau, 
localized at one central point. 


The argument about the excessive 
cost to the states of regulating rates 
has been turned in a dangerous direc- 
tion. It has been used in an attempt 
to persuade some states to remove 
from rating bills the various adminis- 
trative requirements designed to pro- 
tect the public, such as filing of rates 
and supporting data, and their prompt 
examination. Stripped of these ad- 
ministrative safeguards some of the 
rating bills under consideration may 
degenerate into mere cloaks for priv- 
ate unregulated pri¢e-fixing combina- 
tions. This is the very thing which 
precipitated the S.E.U.A. case and 
against which Congress in its debate 
on U. S. Public Law 15, President 
Roosevelt when he signed that law, 
and the Department of Justice all 
have warned us. 


A few people in the business have 
argued that a rating bill need only 
provide standards for the rates and 
give the power to the Commissioner to 
disapprove the rates if they do not 
meet the standards. They argue that 
the requirements for filing of rates 
and supporting data and the prompt 
review thereof by the Commissioner 
creates unnecessary detail work for 
both companies and the Commission- 
ers. 


If the rate level were determined by 
competition, something might be said 
for this argument, but since many of 





the rate structures in practically every 
state in the union are dominated by 
price-fixing combinations, the effect 
of this proposal is to leave the price 
fixing combinations unsupervised and 
indeed unregulated, except in those 
cases where the Commissioner actu- 
ally undertakes to examine some spe- 
cific filing upon complaint or for some 
other reason. 


Such a result can hardly be de- 
fended upon the ground of economy 
in the budget of a state or even the 
elimination of some extra work upon 
the part of the Commissioner and his 
staff. Certainly we would be paying 
an exorbitant price for such econo- 
mies in monies and labor if their 
cumulative effect in a number of 
states demonstrated that state regu- 
lation of rates, and particularly of 
those made by price-fixing combina- 
tions, was inadequate and culminated 
in Federal regulation. 


T sum the situation up by saying 
that it would be most unfortunate if 
this erroneous impression as to ad- 
ministrative expense was responsible 
for the enactment of laws which do 
not adequately protect the public. 
Both the Congressional debate and 
the enactment of U. S. Public Law 
15 indicate unmistakablv that Con- 
sress—at least in its present frame 
of mind—does not intend to outlaw 
price-fixing combinations in the in- 
surance business, and by the same 
token that it does not intend to let 
them go unregulated. That being 
true. it is reasonable to assume that 
Coneress will entrust to some Federal 
resulatory bodv the regulation of the 
activities of these price-fixine com- 
hinations if the states do not fully as- 
stime this responsibility. 


We all have had sufficient exner- 
ience with the Federal government to 
know that. if the Federal government 
undertakes to regulate rates. it will 
not hesitate to annronriate the neces- 
sarv amount of monev and to furnish 
an adeauate staff. and thereafter nass 
the cost hack to the taxnavers in the 
states. The states will then have the 
exnence withont the authoritv. and 
will have abandoned their resnonsibil- 
itv to their citizens at a time when it 
was most essential to preserve it. 


Governmental economy and_ the 
elimination of unnecessarv detail and 
naner work are worthv obiectives. A 
state in administerine its own rating 
hureau can annlv hoth of them with 
mrofit. Tet us make sure. however. 
that the hattle for economv is not won 
at the exnense of losing the whole 
campaign to preserve state supervision 
of insurance. 
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BIG FIRES OF 1946 


A high mark of 187 fires in which damage was 
in excess of $250,000 was set in 1946, according to 
the annual analysis of large loss fires in the United 
States, Alaska, Canada and Newfoundland just pub- 
lished in the Quarterly of the National Fire Protection 
Association. 


There were 163 such fires in 1945, 122 in 1944. The 
total had been less than one hundred in each previous 
year. The increased number of such fires is regarded as 
due in part to current inflated property values. 


Manufacturing plants furnished the largest number of 
such losses, with warehouses and elevators next. The 
greatly increased cost of airplanes brought a number of 


1946 plane crashes up into the quarter-million dollar loss 
bracket, where previously few plane crashes had involved 
such values. 


The disasters which most shocked the public during 
the year were the hotel fires in Chicago, Dubuque, and 
Atlanta, with their heavy cost in lives. It should be noted 
that the amount of loss listed for these fires below is 
increased considerably by allowing an estimated $10,000 
as the measure of potential liability for each life lost. 


The National Fire Protection Association’s Quarterly 
asserts that more than 50% of large loss fires were the 
result of inferior building construction. Lack of para- 
peted fire walls and presence of unprotected vertical open- 


ings were termed especially important factors. 





Aircraft and Hangars 


Jan. 13. $250,000. Near Wichita, 
Kas. Experimental Model V Culver 
plane crashed from 100 feet; power 
stall while in flight. 

Jan. 18. $250,000. Near Cheshire, 
Conn. Eastern Air Lines plane 
crashed when gasoline leak resulted in 
fire in left engine and wing collapse. 

Jan. 28. $2,300,000. Near Okla- 
homa City, Okla., Army Air Forces 
hangar. Electric heater coil held to 
have ignited gasoline fumes from 
broken hose connection. 

Mar. 16. $600,000. Torbay, Nfld., 
hangar. Fire of undetermined origin 
destroyed RCAF hangar and planes. 

Mar. 19. $250,000. Near Truckee, 
Cal. U. S. Army C-47 transport ex- 
ploded in flight. Cause undetermined. 

Apr. 17. $250,000. Near Ritchie, 
Md. U.S. Army bomber exploded in 
the air. Cause not released. 

June 12. $250,000. Near Gatlin- 
burg, Tenn. U. S. Army B-29 bomb- 
er crashed into wooded hill. 

July 6. $1,500,000. Wendover 
Field, Utah, hangar. Probable de- 
fective wiring in multiple battery 
charger started fire that burned han- 
gar and planes. 

July 7. $8,100,000. Beverly Hills, 
Cal. Failure in flight caused crash of 
Hughes Aircraft Co. experimental 
plane. High loss figure due to inclu- 
sion of experimental costs. 

July 9. $250,000. Near Holyoke, 
Mass. Weather and pilot radio un- 
familiarity caused U. S. Army B-17 
crash. 

July 11. $750,000. Near Reading, 
Pa. Fire in flight caused crash of 
TWA “Constellation.” 

July 18. $250,000. Near Goodland, 
Kas. U. S. Army C-47 crashed and 
fuel tanks apparently caught fire. 


July 29. $544,000. Miami, Fla. U. 
S. Navy Corsair crashed into planes 
on Naval Air Station flight line. 


Aug. 1. $250,000. Near San Diego, 
Cal. U. S. Navy B-24 crashed off 
Miramar Marine Corps Air Station. 


Aug. 5. $1,000,000. Near Torrance, 
Cal. Douglas C-74 “Globemaster” 
crashed in experimental flight and ex- 
ploded in striking high tension wires. 

Sept. 5. $250,000. Near Elko, Nev. 
Chartered DC-3 crashed in fog seek- 
ing landing and fire ensued. 

Sept. 12. $460.000. Washington, 
D.C. Pennsylvania Central Airlines 
Douglas C-54 caught fire during 
training flight, burned after landing. 

Sept. 15. $250,000. Estevan, Sask. 
RCAF Douglas C-47a crashed in 
landing. 

Sept. 18. $460,000. Near Gander, 
Nfld. Douglas DC-4 crashed, burned. 


Oct. 2. $250,000. Near Battle 
Mountain, Nev. U. S. Army B-29 
crashed into mountain and burned. 


Oct. 3. $460,000. Near Stephen- 
ville, Nfld. American Overseas Air- 
lines plane crashed and burned. 


Oct. 12. $460,000. Near Groveton, 
Va. Eastern Air Lines plane crashed 
in fog and burned. 


Oct. 12. $750,000. Near New 
Castle, Del. TWA “Constellation” 
overshot field, crashed and burned. 

Nov. 13. $250,000. Near Burbank, 
Cal. Western Air Lines plane crashed 
into mountain and burned. 


Industrial—Group 


Jan. 2. $1,756,000. Cicero, IIL, 
picture frame and auto supply. Alco- 
hol and cleaning fluid blamed for 
spread, explosion started fire. Diffi- 
culties with water supply. 


Mar. 22. $276,000. Gadsden, Ala. 
Gasoline spillage probably ignited by 
laundry boiler fire burned laundry, 
bulk oil station and tank car. 


Mar. 29. $925,000. Hull, Que. 
Cigarette butt blamed for fire on 
bridge which spread to paper mill. 


June 25. $1,000,000. Medford, 
Ore. Fruit packing plant and three 
city blocks. Delayed discovery. 

Sept. 29. $400,000. Bucksport, Me. 
Garage fire of undetermined origin 
spread to paper mill pier; delayed 
alarm. 

Oct. 3. $900,000. Wellesley, Mass. 
Fire from woolen mill spark spread to 
two other plants. Water supply poor. 


Oct. 16. $961,000. Fall River, 
Mass., multiple occupancy. Smoking 
blamed for fire in old cotton mill 
building ; weak sprinkler protection. 

Oct. 31. $400,000. Union Bay, 
Alaska. Fire started in electric gen- 
erating plant, destroyed packing plant 
and other buildings nearby. 


Industrial—General - 
Jan. 10. $250,000, Columbus Twp.., 


Pa., tannery. Fire started in hair dry- 
er ; inadequate water ; outside city fire 
protection. 

Jan. 14. $250,000. Detroit, Mich., 
textile worker. Acetylene torch be- 
lieved to have ignited rag bale. Un- 
sprinklered. 

Jan. 23. $500,000. Brewer, Maine, 
shoddy mill. Foreign material in stock 
during picking operations held cause. 
Inadequate water supply. 


Jan. 28. $420,000. Hopewell, Va., 
dry cleaning plant. Started with ex- 
plosion in dryer tumbler. Undivided 
area, no automatic protection, flam- 
mable dry cleaning solvents. 
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Feb. 20. $522,000. Manchester, N. 
H., textile worker. Welding torch 
spark ignited baled cotton waste. 
Sprinkler valve closed prematurely. 

Feb. 20. $325,000. Campbellton, 
N. B., metalworker. Unknown cause. 
Sprinkler system water main broke. 


Mar. 1. $293,000. Watertown, 
Wis., malt house. Sparks in top story 
fan room believed cause. Old build- 
ing, no sprinkler protection. 


Mar. 2. $350,000. Goldsboro, N. 
C., tobacco rehandling plant. Un- 
known origin, heavy water damage. 


Mar. 15. $369,000. Emeryville, 
Cal., electrical equipment manufactur- 
ing. Failure to turn off electric oven 
in paint spray room blamed. Poor 
protection and construction factor. 


Mar. 18. $261,000. Suffolk, Va.. 
peanut plant. Possible overheating of 
old machinery ; delayed discovery and 
alarm, poor housekeeping. 

Mar. 28. $500,000. Garwood, N. 
J.. metalworker. Started in plate shop 
where welding and paint spraying 
done in same area. Spread rapidly. 

Apr. 7. $266,000. McGraw, N. Y., 
corset factory. Delayed discovery. 
Believed fire progressed in hollow 
walls out of sprinkler reach. 

Apr. 12. $260,000. Sharpsburg, 
Pa., brewery bottling plant. Started 
near acetylene torch operations, 
spread to paper storage. 

Apr. 13. $350,000. Barre Center, 
N. Y., cannery. Delayed discovery ; 
inadequate water supply ; strong wind. 

May 22. $464,000. F1 Cerrito, Cal., 
porcelain products manufacturing. Ig- 
nition of paint by faulty gas heater 
held cause. Delayed alarm. 

May 22. $510,000. Rockland, Me., 
kelp processing. Small fire fed by 
isopropyl alcohol and fumes. 

May 29. $500,000. Los Angeles. 
Cal., clothing manufacturing. Delay- 
ed discovery, open stairways, no 
watchman service or automatic fire 
protection. 

July 2. $630,000. Dinuba, Cal., 
winery. Explosion from blowtorch in 
distillery room. Fire fed by oil and 
natural gas near point of origin. 

July 11. $700,000. Ripon, Cal., 
distillery. Alcohol fumes believed ig- 
nited by flames in boiler room, caus- 
ing explosion. 

July 21. $1,000,000. Lincoln, Cal., 
fruit cannery. Wind drove flames un- 
der wooden floor. Delayed alarm. 

Aug. 29. $400,000. Herlong, Cal.. 
ordnance depot. Explosion in pile of 
14,000 oxygen cylinders, probably 
starting from leaky valve. 
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Oct. 23. $475,000. Danville, Va., 
tobacco processing. Undetermined or- 
igin. Alarm delayed while employees 
fought stemming room fire. 


Oct. 24. $300,000. Hartland, N. B., 
starch manufacturing. Ignition of 
starch dust by faulty wiring held 
cause. Spread from drying house. 


Oct. 30. $500,000. Weymouth, 
Mass., fertilizer plant. Spillage in 
sulphuric acid unit believed to have 
started explosion and fire. 


Oct. 31. $275,000. Near Winter 
Haven, Fla., fruit canning plant. 
Backfire of acetylene torch started 
fire. Delayed alarm. 


Nov. 11. $315,000. Chanute, Kas., 
dress factory. Delayed discovery, oil 
and kerosene spread flames. 


Nov. 12. $450,000. Salem, Ore., 
nut processing and storage. Ignition 
of hydrogen peroxide bleach blamed 
for spread. Open stairways. 


Nov. 19. $250,000. Kansas City 
Mo., metalworker. Oil from broken 
high pressure line contacted molten 
aluminum. Mushroomed to wood roof. 


Nov. 19. $1,250,000. Greenville, 
S. C., laundry. Propane gas explosion 
probably due to vibration break in 
pipe. Fire followed. 


Nov. 29. $500,000. Charlottetown, 
P. FE. I., meat processing plant. 
Flames from overheated stove ignited 
grease in smoke room. 


Industrial—Mills and Elevators 


Mar. 16. $1,485,000. Alton, TIl., 
grain mill. Fire started by explosion 
in dust-collecting room; fire-wall 
openings permitted spread to four 
other buildings. Employee turned off 
sprinklers early in fire. 


Mar. 30. $390,000. New Orleans, 
La., rice mill. Boiler heat through 
asbestos siding blamed for fire de- 
stroying addition to plant. Sprinklers 
cut damage in adjoining buildings. 


Apr. 5. $400,000. Winnipeg, Man.., 
elevator. Fire believed started in rail- 
road car destroyed grain in brick and 
frame structure. 

Aug. 2. $300,000. Endicott. Wash., 
elevator. Fire destroyed metal-clad 
frame elevator, damaged buildings. 

Aug. 6. $300,000. Clyde, Wash.. 


elevator. Engine room fire blamed 
for destroying wheat-filled elevator. 


Aug. 27. $302.500. Lubbock, Tex.. 
grain mill and elevator. Delayed alarm 
on rekindled fire in grinding mill 
gutted mill, damaged two elevators. 


Sept. 9. $1,750,000. Paris, IIl., 
elevator. Friction between pulley and 
boot blamed for fire destroying mill- 
warehouse group and_ elevator. 
Sprinklers where fire started inopera- 
tive. 

Dec. 8. $500,000. St. Boniface, 
Man., elevator. Fire spread to de- 
stroy two elevators. Inadequate water. 


Dec. 19. $2,500,000. Minneapolis, 
Minn., elevator. Pulley and belt fric- 
tion blamed for starting fire; inad- 
equate water supply and sprinklers. 
Railroad yard location made fighting 
fire difficult. 


Dec. 28. $1,846,000. Minneapolis, 
Minn., elevator. Pulley and belt fric- 
tion blamed for starting fire; no 
sprinklers. Draft carried flames up 
when dust explosion blew off roof. 


Industrial—Refineries, Chemical 


Jan. 16. $500,000. Findlay, Ohio, 


oil refinery. Asphalt tank explosion 
spread fire to adjacent tanks. 


Jan. 17. $350,000. Linden, N. J., 
oil refinery. Temperature decrease in 
reactor vessel blamed for fire in fluid 
catalyst cracking unit. 

Jan. 21. $250,000. Franklin Park, 
Ill., creosote treating plant. Vapors 
ignited by electrical short circuit 


blamed for explosions starting fire. 


Feb. 1. $294,000. Near Charleston, 
S. C., chemical plant. Sparks from 
nearby sawmill igniting roof blamed 
for destruction of frame sulphuric 
acid chamber building. 


Feb. 1. $250,000. Crimora, Va., 
chemical plant. Elevator shaft short 
circuit started fire. Frame building, 
no sprinklers, poor protection. 


Mar. 5. $415,000. Baltimore, Md., 
chemical plant. Fire started near gas- 
fired selenium reclaiming kettle. Re- 
kindled destroying two buildings. 


Apr. 20. $1,725,000. Philadelphia, 
Pa., chemical plant. Static electric 
spark at benzol mixing tank indicated 
cause. [Explosions led to destruction 
of two exposed sprinklered buildings. 

June 12. $250,000. Whiting, Ind., 
refinery. Short circuit in filling room 
blamed. Exploding drums spread fire. 

Oct. 3. $300,000. Marcus Hook, 
Pa., alkylation unit. Packing gland 
break let fumes ignite, explosion set- 
ting fire to alkylation unit and frac- 
tionating tower. 


Industrial—Wood, Paper 


Jan. 30. $250,000. Riggins, Idaho, 
woodworker saw mill. Fire of unde- 
termined origin could not be handled 
by volunteer firemen. 
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Jan. 31. $562,000. Evansville, Ind.,, 
furniture factory. Explosion of un- 
known origin ; sprinkler failure. 

Feb. 8. $559,000. Ancienne Lor- 
cette, Que., woodworker. Hangar oc- 
cupied by prefabricating house man- 
ufacturer. 

Mar. 22. $266,000. Chicago, Ill., 
woodworker. Combustible contents in 
unsprinklered section baby carriage 
factory ; fire doors kept fire from ad- 
jacent sprinklered section. 

May 1. $574,000. Minneapolis, 
Minn., excelsior manufacturing. 
Sparks from switch engine ignited 
straw; wind spread fire to eighteen 
buildings. 

June 7. $500,000. Milwaukee, Wis., 
lumber company. Single fire area of 
4¥% acres, difficult of access. 

June 10. $350,000. Bath, Maine, 
box factory. High wind spread fire 
rapidly from  unsprinklered — baler 
house to sprinklered factory ; so many 
heads opened water supply poor. 

June 27. $250,000. Antioch, Cal., 
paper products manufacturing. Straw 
and paper in open yard ignited; fire 
held down but flying paper set nine 
other fires. 

Aug. 1. $1,500,000. River Rouge, 
Mich., lumber mill and yard. Fire 
started in sawmill shavings bin, wind 
spread over twelve acres of lumber. 

Sept. 20. $583,000. Cloquet, Minn., 
insulating material manufacturing. 
Slipping belt generated heat to ignite 
wood fibres, fire flashed to roof 
through dust collection duct. 

Oct. 21. $250,000. St. George, N. 
B., paper and pulp mill. Fire from 
roof spread rapidly, out of control. 

Oct. 22. $250,000. Deshler, Nebr., 
broom factory. Night fire in bleaching 
room spread through bales. 

Nov. 13. $269,000. Oakland, Cal., 
woodworker. Suspicious origin. Pre- 
fabricated housing factory in former 
machine shop. 

Nov. 24. $732,000. Cannelton, Ind., 
furniture factory. Fire spread over 
roof from unsprinklered addition, nul- 
lifying sprinkler protection. 

Dec. 30. $250,000. North Salem, 
Ore., furniture manufacturing. Un- 
known cause. Inadequate water, com- 
bustible contents. 


Marine 


Jan. 25. $712,000. Staten Island, 
N. Y., piers. Cause held smoking ; 
sprinklers in sheds could not reach 
fire under freight platform. 

Apr. 30. $250,000. Earle, N. J., 
naval destroyer escort U.S.S. Solar. 
Munitions explosion. 
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June 25. $2,000,000. Staten Island, 
N. Y., ferry terminal. Started in oil 
and grease drippings on wood beneath 
railroad platform, possibly from cig- 
arette. Substructure fire inaccessible. 

July 10. $300,000. San Francisco, 
Cal., Navy repair base. Originated in 
pipe shop locker room. 

July 14. $836,000. Pictou, N. S., 
piers. Absence of automatic protec- 
tion delayed alarm. 

Aug. 5. $1,250,000. Jacksonville, 
Fla., tanker. Oil tanker struck by 
lightning while unloading. 

Aug. 11. $250,000. Staten Island, 
N. Y., marine repair yard. Delayed 
alarm. Fire under pier inaccessible. 

Sept. 29. $278,000. Linnton, Cal., 
oil barge and pier. Explosion of flam- 
mable vapors blamed. 

Oct. 10. $250,000. Charlottestown, 
P.E.1., waterfront group fire. Prob- 
able cause blast furnace ignition of 
wood partition. 


Nov. 10. $1,000,000. Chalmette, 
La., wharf. Creosoted sugar wharf ; 
cause undetermined. 


Mercantile—Group, Multiple Occupancy 


Jan. 6. $317,000. Fairbanks, 
Alaska. Hardware store explosion 
started fire destroying three other 
wooden stores. 

Jan. 25. $485,000. Jonquiere, Que. 
Suspected arson fire in furniture 
warehouse destroyed seven stores and 
theater. 

Jan. 27. $300,000. Picher, Okla. 
Fire starting in tap room destroyed 
half block of business district. 


Jan. 27. $1,000,000. Charleston, 
W. Va. Fire starting in five-story 
wood-joisted brick mercantile involv- 
ed twelve other structures. 


Jan. 30. $250,000. Peekskill, N. Y. 
Fire starting in wood-joisted brick 
mercantile spread to four buildings. 


Feb. 2. $500,000. Syracuse, Ind. 
Fire in apartment above mercantiles 
destroyed theater, cocktail lounge, art 
gallery, bowling alley, newspaper 
plant and six apartments. 

Feb. 16. $250,000. Jamaica, N. Y., 
multiple occupancy. Fire of undeter- 
mined origin destroyed three stores in 
mercantile building. 

Feb. 19. $250,000. Shawinigan 
Falls, Que. Furnace explosion blamed 
for damage to four mercantiles. 


Feb. 22. $2,000,000. Muskegon, 
Mich. Fire starting in department 


store baled paper destroyed five old 
brick wood-joisted mercantiles. 
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Mar. 14. $250,000. Salisbury, Md. 
:lectrical service cable breakdown 
blamed for fire destroying four mer- 
cantile buildings. 

Mar. 23. $350,000. Emlenton, Pa. 
Fire starting in basement destroyed 
old brick veneer mercantile and spread 
to adjoining building. 

Apr. 4. $500,000. Bass Lake, Ind. 
Fire starting in vacant old frame hotel 
spread by wind to four frame mer- 
cantiles and three dwellings. 

Apr. 10. $500,000. Allentown, Pa., 
multiple occupancy. Nine-hour delay 
in alarm permitted fire to spread 
through ventilation ducts and destroy 
mercantile and apartment building. 


July 11. $300,000. Clinton, Mo. 
Fire starting in insulating material 
involved thirteen buildings. 

July 25. $321,000. Oakland, Cal., 
multiple occupancy. Cigarette in base- 
ment paper blamed for damage to 
four-story mercantile-hotel. 


Aug. 1. $520,000. Kingston, 
Ont., multiple occupancy. Fire ap- 


parently started in truck in alley, 
spread by open elevator shaft. 

Aug. 28. $950,000. Wenatchee, 
Wash. Delayed discovery fire of un- 
determined origin in building under 
construction destroyed four brick 
joisted buildings. 

Oct. 30. $300,000. Ogdensburg, N. 
Y. Fire spreading up elevator shaft 
in mercantile destroyed or damaged 
seven buildings. 

Nov. 2. $454,000. Manchester, N. 
H., multiple occupancy. Basement 
auto supply fire spread to destroy 
four-story mercantile, office and 
apartment block. 

Dec. 16. $250,000. Smiths Falls, 
Ont. Candy kitchen fire, believed fed 
by gasoline in stove, gutted mercan- 
tile-apartment building. 


Miscellaneous r 


Jan. 30. $750,000. Washington, 
D. C., dwelling. Delayed discovery, 
inadequate water. Art objects burned. 

Feb. 11. $500,000. Clinton, Mo.., 
hatchery. Delayed alarm, inadequate 
water, undivided areas. 

Feb. 25. $350,000. Atlanta, Ga., 
rubber storage yard. Congested stor- 
age, spread to five exposed buildings. 

Mar. 10. $500,000. New Castle 
Twp., Pa., coal breaker. Acetylene 
torch in dump shed possible cause. 
Materials caused quick spread of fire. 

Apr. 15. $450,000. Roslyn, N. Y.. 
dwelling. Flammable vapors from re- 
finishing work ignited. Gatekeeper 


refused firemen admission for a time. 
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$505,000. 
Ill., racetrack 


Arlington 
stables. 
Watchman reported asleep with elec- 


May 2. 
Heights, 
tric heater left on. Chief loss valu- 
able horses. 

Oct. 27. $250,000. Near Bishop, 
Cal., tungsten mine. Defective water 
heater blamed for fire destroying sur- 
face buildings. Delayed discovery. 

Nov. 29. $925,000. Dallas, Tex., 
department store. Combustible ma- 
terials near basement power switch- 
board. Confined to basement, heavy 
smoke damage. 

Dec. 14. $394,000. River Grove, 
Ill., telephone exchange. Fire started 
in furnace room, spread through con- 
duits to undivided attic. Roof fell. 


Dec. 24. $300,000. Fairbanks, 
Alaska, telephone exchange. 


Public 


Jan. 17. $251,000. Grand Anse, N. 
B., church. Defective electric wiring 
held cause. Stone walls left standing. 

Jan. 31. $940,000. Charleston, S. 
C., recreation hall. Unprotected, un- 
divided frame recreation building at 
Naval Base. Started near open stairs. 

Feb. 3. $281,000. Chicago, IIl., 
hotel. Four fires in day, smoking held 
cause. Delayed alarms factor. 

Mar. 1. $265,000. Washington, D. 
C., bowling alley. Top floor and roof 
destroyed, but concrete and metal 
floor kept ground floor from damage. 

Apr. 9. $350,000. Near Bolivar, 
Tenn., insane asylum. Fire started in 
food elevator and destroyed unsprink- 
lered brick wing. 

Apr. 10. $300,000. Monessen, Pa., 
school. Believed fire started on stage 
of auditorium, spread rapidly. 

Apr. 10. $425,000. Butte, Mont., 
school. Fire of unknown origin start- 
ed in gymnasium basement, spread 
through ventilators and open stairs. 

Apr. 14. $250,000. Toronto, Ont., 
grandstand. Started in lounge in sec- 
tion used by Army. 

May 5. $250,000. Lake George, N. 
Y., road house. Believed sparks ig- 
nited grease in kitchen, spread rapidly. 

June 5. $2,260,000. Chicago, IIL, 
hotel. Fire started in cocktail lounge, 
spread by wood panelling, open stair- 
ways. Delayed alarm. 

June 7. $950,000. Hamilton, Ont., 
school. Fire started in high undivided 
attic. Lightning possible cause. 

June 9. $407,000. Dubuque, Iowa, 
hotel. Fire started in cocktail lounge, 
spread by combustible panelling, open 
stairs. Delayed alarm. 
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June 15. $250,000. Bible Hill, N. 
S., college. Believed started by spon- 
taneous ignition of oil mop in closet. 
Rekindled. 

June 21. $535,000. Dallas, Tex., 
hotel. Explosion in basement held to 
be natural gas ignited by spark. 

July 1. $250,000. Franklin, Pa., 
church. Some suspicion of arson. 

Oct. 8. $250,000. Ithaca Twp., N. 


Y., student barracks. Undetermined 
cause, water supply inadequate. 


Nov. 14. $300,000. Montreal, 
Que., church. Unknown origin, spread 
rapidly. 

Dec. 6. $1,500,000. 
Ont., veterans hospital. 
blamed for basement fire. 

Dec. 7. $1,620,000. Atlanta, Ga., 
hotel. Cause undetermined, combus- 
tible interior, delayed alarm. 


Peterboro, 
Cigarette 


Warehouses 


Jan. 1. $325,000. Greensburg, Ky., 
tobacco. Delayed alarm; unsprinkler- 
ed, undivided, congested. Probably 
started in truck parked inside. 

Jan. 26. $250,000. Evansville, Ind., 
shipyard under Navy control. Defec- 
tive wiring held cause. 

Feb. 1. $250,000. Saskatoon, Sask., 
farm machinery. Heat from impro- 
vised stove ignited partition. 


Feb, 13. $550,000. Chicago, IIL, 
terminal. Defective oil burner; em- 
ployee fire-fighting efforts delayed 
alarm until fire out of control. 

Feb. 13. $250,000. Spartanburg, 
S. C., cotton. Started in unsprinklered 
open space beneath ground floor. 


Feb. 15. $340,000. Lexington, Ky., 
miscellaneous. Undivided, unsprink- 
lered. Probably basement truck fire 
spread through open stairways. 


Feb. 16. $1,000,000. Brooklyn, N. 
Y., terminal. Delayed alarm, unde- 
termined origin, combustible contents, 
wind. 


Mar. 2. $812,000. Fabens, Tex., 
cotton. Started in unsprinklered open 
space beneath ground floor, volunteer 
firemen could not control. 

Mar. 3. $250,000. Memphis, Tenn., 
Army Service Forces Depot. Lack 
of inside watchman delayed alarm. 

Mar. 19. $275,000. Grayling, 
Mich., National Guard warehouse. 
Probable faulty electric wiring ; water 
mains drained for winter. 

Mar. 21. $2,000,000. Pittsburgh, 
Pa., terminal. Unsprinklered railway 
food warehouses. Arson suspected. 








Mar. 27. $900,000. Lancaster, Pa., 
tobacco. Internal protection lacking ; 
fire department inadequate. Arson. 

Mar. 28. $770,000. San Francisco, 
Cal., Marine Corps Depot. Inadequate 
protection ; cause undetermined. 

Apr. 2. $538,000. Laurel, Miss., 
Army Air Forces Ordnance. Probable 
cause cosmoline used on guns. 

Apr. 28. $277,000. St. Louis, Mo., 
paint. Undetermined cause; wood 
floors and roof, open stairways. 

May 8. $725,000. East St. Louis, 
Ill., poultry feed. Probable spontan- 
eous ignition of feed in sacks. 

June 6. $475,000. Edmonton, Alta., 
general storage. Cause unknown; 
spread through combustible contents. 


July 3. $3,840,000. Langley, S. C., 
textile. Lightning possible cause, 
watchman thought he put out small 
fire in cotton bale. Sprinkler valve 
closed due to earlier repairs. 

Aug. 19. $307,000. Omaha, Nebr., 
farm implement. Delayed discovery. 
Sprinklers inoperative since 1934. 

Aug. 27. $320,000. Oregon Twp., 
Ohio, alfalfa. Undivided area, limited 
water supply. Burned 18 days. 

Aug. 29. $4,000,000. Fresno, Cal., 
liquor. Incendiary. Fire spread by 
escaping alcohol stream. 

Sept. 7. $550,000. Brooklyn, N. Y., 
brewery. Probably defective wiring. 

Sept. 11. $354,000. Ft. Lauder- 
dale, Fla., feed. No watchman or 
sprinklers. 

Sept. 18. $540,000. Galveston, 
Tex., cotton. Cause unknown. Rick- 
ety pier required overlong hose lines. 

Oct. 1. $400,000. Wallace, N. C., 
tobacco sales. Defective flue on office 
stove. Unsprinklered, undivided. 

Oct. 2. $1,500,000. National City, 
Ill., group cold and dry storage. Com- 
bustible inferior construction, no auto- 
matic protection. Fire rekindled. 

Oct. 4. $350,000. Artois, Cal., 
grain. Fire out of control when fire- 
men arrived from nearby towns. 

Oct. 27. $350,000. Muncie, Ind., 
cartons. Delayed alarm. 


Oct. 28. $250,000. Huntsville, 
Ala., cotton. “Fire packed” bale 
blamed. 


Oct. 31. $250,000. Ahoskie, N. C., 
grocery. Started in paint storage; 
congested contents. 

Nov. 5. $250,000. Bristol, R. L., 
rubber. Combustible buildings. 

Nov. 26. $295,000. Lafayette, Ind. 
terminal. Old unsprinklered frame 
railroad building ; congested. 
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Dry eclors 


E. R. Ailes Detroit 


Secretary-Treasurer 
Detroit Steel Products Co. 


Don J. Buell 


President 
Buell Die & Machine Co. 


Detroit 


C. B. Burch Detroit 


Vice-President—Secretary 
of the Company 


L. J. Carey Detroit 
Vice-President—General Counsel 
of the Company 
*Frederick L. Colby, Jr. Detroit 


Secretary, Berry Brothers, Inc. 


Arnold J. Copeland Bay City 


Treasurer, Industrial 
Brownhoist Co. 


*M. A. Cudlip Detrqit 
Vice-President—Treasurer 
McLouth Steel Corp. 


James Inglis Detroit 
Chairman, American BlowerCorp. 


A. F. Jackson 


President 
Delray Manufacturing Co. 


Detroit 


*Arnold F. Malow Detroit 


Vice-President—Treasurer 
Barton-Malow Co. 


E. A. Mavis 


Treasurer 
American Excelsior Corp. 


G. P. McCallum Ann Arbor 


*F.H. Meyer Grand Rapids 
Pres., Leitelt Iron Works 


*Walter E. Otto Detroit 
President of the Company 


Chicago 


President, Associated 
General Fire Company 


Percy Owen Grand Rapids 


O. A. Seyferth 


President 
West Michigan Steel Foundry Co. 


Muskegon 


A. A. Templeton Detroit 
Pres., Peoples Federal 
Savings & Loan Assn. 


*Executive Committee 


Ky 











* Pisels 


CASH IN BANKS AND OFFICE 
“UNITED STATES GOVERNMENT OBLIGATIONS 
“STATE AND MUNICIPAL BONDS 
“UTILITY AND INDUSTRIAL BONDS ; 
UTILITY, INDUSTRIAL AND INSURANCE STOCKS (Market Value) 
+REAL ESTATE AND BUILDINGS (Home Office and Industrial Hospital) 
REAL ESTATE INVESTMENTS (Mortgages and Land Contracts) 
PREMIUMS IN COURSE OF COLLECTION (Less than 90 days due) 
ACCRUED INTEREST ON SECURITIES 


TOTAL ADMITTED ASSETS . 


Binte v, Ute té3 


RESERVE FOR LOSSES AND CLAIM EXPENSES 
RESERVE FOR UNEARNED PREMIUMS 
(For future service as required by statute) 


RESERVE FOR TAXES, EXPENSES AND DIVIDENDS 
TOTAL LIABILITIES 


$ 1,848,358.97 
14,004,307.99 
520,000.00 
373,885.98 
433,440.00 
560,000.00 
20,474.96 
1,079,015.51 
53,436.52 
$18,892,919.93 


$ 9,720,241.34 
3,431,869.34 


786,875.49 
$13,938,986.17 


an ciailiet’ e Grunds 


$ 500,000.00 
1,000,000.00 
_ 3,453,933.76 


GUARANTY SURPLUS 
VOLUNTARY CONTINGENT RESERVE . 
SURPLUS (Unassigned Funds) 


TOTAL SURPLUS TO POLICYHOLDERS 
TOTAL LIABILITIES AND SURPLUS FUNDS 


$ 4,953,933.76 
$18,892,919.93 


INCREASES OVER 1945... . ADMITTED ASSETS $1,587,819.17 . . 
TOTAL PREMIUM WRITINGS $10,658,648.14 . . 


- SURPLUS TO POLICYHOLDERS $302,548.25 
. AN INCREASE OF $1,961,452.94 OR 22.55% 

*ALL ELIGIBLE BONDS ON AMORTIZATION VALUE BASIS. BONDS AT MARKET VALUE 
WOULD INCREASE ASSETS AND SURPLUS $210,619.48. SECURITIES CARRIED AT $200,000.00 


IN THE ABOVE STATEMENT ARE DEPOSITED AS REQUIRED BY LAW ... tREAL ESTATE 
AT ACTUAL COST LESS DEPRECIATION. 


TOTAL DIVIDENDS TO POLICYHOLDERS $17,536,652.32 





Workmen’s Compensation Automobile 


General Casualty Insurance 


FOUNDED IN 1912 DIVIDEND PAYING 
































The Policy Back of the Poliey— Our way of doing business 
that makes your intere$t§ our first consideration 


OOD—he loves it! And thanks to careful 

planning by mommy, Junior’s meals not only 
taste good, but contain all the vitamins, minerals, 
proteins, and other food elements necessary to 
protect his health. 


Similarly, the mutual plan of insurance pro- 
vides all the elements needed for de- 
pendable, economical, all-’round insur- 
ance protection. 


There’s sound, efficient management 
that assures financial strength and sta- 
bility. Friendly, convenient service 
without red tape. And an opportunity 
for policyholders to share in substan- 
tial savings. Yes, mutual companies 
really can give policyholders greater 
safety, savings, and service! 


- Small wonder, then, that so many 


millions choose mutual insurance. No other form 
of insurance offers them so many advantages at 
such low cost. That’s the reason mutual compan- 
ies—such as Hardware Mutuals—are making such 
outstanding records for growth and progress in 
the insurance field today. 


Non- assessable Casualty and Fire Insurance for your 


BUSINESS . . . AUTOMOBILE . . . HOME 


Hardware Mutuals 


FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company, Home Office. Stevens Point, Wisconsin 
Mutual Implement and Hardware Insurance Company, Home Office. Owatonna, Minnesota 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Stevens Point, Wisconsin 











